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CHAPTER I. 


Introductory. 

The application for protection put forward hy a number of 

companies manufacturing cement was re- 
Eeferen^^to the TarifE ferred to the TarifE Board in the Resolution 

of the Government of India in the Commerce 
Department, ffo. 38-T, dated the 10th April 1924, which is re- 
produced below : — 

In pursuance of paragraph 3 of the Resolution of the Gov- 
ernment of India, Department of Commerce, No. 3748, 
dated 10th July 1923 (Tarifis), the Government of India 
have decided to refer to the Tariff Board for examina- 
tion applications for protection received from the fol- 
lowing industries, viz., cement **■ * * 

* * * * 

2. In making its enquiry, the Tariff Board will be guided by' 

the principles laid down in the Resolution adopted by 
the Legislative Assembly on February 16th, 1923, and 
in particular, will consider how its recommendations, if^ 
it makes any, will affect industries xising these articles. 
The Tariff Board will conduct its enquiry into these 
applications in any order it deems most convenient. 

3. Firms 'or persons interested in any of the industries or in 

industries dependent on the xise of these articles, who 
'' desire that their views should be considered by the Tariff' 
Board, should address their representations to the Secre- 
tary to the Board, Simla.” 

•V 

2. In order that the manxxfacturers’ case might be fully eluci- 
^ , dated, a detailed questionnaire was drawu 

e nardsproce ure. Board, of which copies were sent 

to all the applicants and also to two other firms -who had not been 
parties to the application. Written replies were received from ten 
firms in all. Six of these gave oral evidence in support of their 
application in June and July at Simla, and the representatives of 
two others were examined subsequently in September at Bombay. 
The remaining two firms did not give oral evidence. The written 
replies to the questionnaire and the oral evidence, so far as it had 
then been taken, were pxxblished on’ 22nd July, 1924, and all inter- , 
ested in the subject were invited to address the Board and, if they 
so desired, to give oral evidence. Eleven communications in all 
were sent in, either spontaneously or in response to this Commu- 
nique, but very few persons appeared for examination. In Calcxxtta 
the only witness forthcoming was unable to appear on the day fixed 
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for Ins attendance, and in Bombay only one witness was examined 
orally. Muck valuable information was,' bowevei’j received as a 
result of enquiries addressed bj’- tbe Board to Local Governments, 
to tbe Railway Adminisfa'ations, to tbe Calcutta and Bombay Port 
Trusts and to tbe Engineering firms. Two Members of- tbe Board 
visited tbe Central Provinces in August and inspected tbe works of 
tbe Central Provinces Portland Cement Company and tbe Jubbul- 
pore Cement Company. 

3. Tbe claim made on bebalf of tbe Cement industry may be 

. briefly summarised as follows. Tbe indus- 

Ckim to liotection. great national importance, as was 

amply proved during tbe war, when tbe existence of three cement 
factories in India proved of tbe utmost value. It has a claim to 
protection, therefore, irrespective of tbe conditions rvbicb tbe Fiscal 
Commission regarded as ordinarilj’^ applicable. K^evertbeless, the 
industiy satisfies these conditions, and has a great future before - 
it. Tbe raw materials are abuiidant in various parts of tbe country, 
tbe market is alreadj'- large and is expanding rapidly, and Indian 
labour can readily be trained to occupy nearly all positions in the 
cement works. The quality of Indian cement, it is claimed, is equal 
to that of British cement, but at present a strong prejudice exists 
in tbe minds of consumers in favour of tbe latter. This prejudice 
will be overcome in process of time, but meanwhile tbe industry 
labours under a special diffictilty of a temporaiy kind. A second 
difficulty arises from the fact that, for tbe time being, productive 
capacity has far outstripped tbe demand. Tbe Indian factories will 
sbortl}'; be able to manufacture nearly twice as much cement as the 
country has yet consumed in a single year, but imported cement is 
still about a third of tbe whole consumption. In order to assist tbe 
industry to meet tbe situation thus created, it is proposed that tbe 
Customs duty, which is at present 15 per cent, on a valuation of 
Rs. 60, i.e., Rs. 9 a ton, should be raised to Rs. 25 per ton. Tbe 
effecd ot this increase would be, it is hoped, to exclude • foreign 
cement from tbe Indian market altogether. In that case tbe Indian 
mau’ifacturer would at once be able to increase bis output substan- 
tially, and tbe consequent decline in tbe cost of production, together 
witfi the higher price obtained, would give substantial relief. 

4. AVe propose in this Chapter to give a brief account of tbe 

growth of tbe Cement industry in India, to 

Arra^ement of the describe the present situation laying special 
^ ' stress on what appear to us to l)e the most 

important facts and to examine in broad outline tbe case for protec- 
tion. Tbe second Chapter will be devoted to a detailed examination 
of tbe cost of production and tbe price which gives tbe Indian manu- 
facturer a fair return. Our conclusions and recommendations will 
be explained in tbe third and last Chapter. ' 

5. Portland cement has been defined as follows: — ^Port- 
land cement is ‘ a compound consisting 
chiefly of silicates and aluminates of lime, 
produced by tbe calcination to incipient 


Composition of Portland 
Cement. 
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vitrification of a meclianical mixture of clialk and clay, or similar 
materials containing tlie requisite c'liemical constituents, tlie clinker 
tkus produced being subsequently ground to a more or legs impalp- 
able powder. The process by which it is manufactured is a simple 
one and does not call for any lengthy description. The only mate- 
rials necessary are limestone or chalk, clay and gypsum. In Great 
Britain the chalk used is almost pure carbonate of lime (CaCog) and 
the required percentages of silica and alumina are obtained from 
the clay. Indian limestone contains these substances in varying 
proportions, and the amount of clay require-l, therefore, also varies. 
At Banmor, in the Gwalior State, the limestone so nearlj'- contains 
all the elements necessary that the percentage of clay in the mixture 
is less than one per cent., and at Lakheri in Bajputana no clay 
at all is used, the correct proportion of the elements necessary 
being obtained by mixing different grades of limestone. These 
are extreme cases, however, and in most of the Indian works sub« 
stantial quantities of claj’- have to be used. The proportion of 
gypsum necessary is given as about 5 per cent, of the output of 
cement, but the quantity varies according to the setting time that 
is desired. 

6. The process of manufacture maj’^ be divided into three 

_ , , stages. In the first stage the limestone and 

rocess o mnnu actiire- ground and then mixed,, 

the object being to seciire that the mechanical mixture of the mate- 
rials should be as intimate and in as fine a condition as possible. Im 
the second stage the mixture of claj’’ and limestone is calcined in a. 
rotatory kiln. The kiln, which is lined with refractory bricks, is a. 
steel tube from 100 to 250 feet in length and 8 to 10 feet in diameter,, 
inclined at a small angle to the horizontal and rotating at the rate 
of one or two revolutions a minute. The mixture of ground lime- 
stone and clay enters the kiln at the higher end and descends slowly 
under gravitation, while simultaneously pulverised coal is injected 
with great force at the lower end of the kiln and, igniting at the 
moment of entry, creates an intense heat. The eft'ect of the cal- 
cination is that the carbonate of lime is decomposed and the free 
lime combines with the silica, alumina and iron oxide. The pro- 
duct of the calcination is known as clinker and passes out at the 
lower end of the kiln. The third stage of manufacture is the 
grinding of the clinker to a fine powder -and the mixing with it of 
g 3 ’-psum. Though the process by which Portland cement is manu- 
factured is simple in essentials, a very complete equipment is re- 
quired to secure'' cheap and efficient production. The machinery . 
is both heavy and expensive, and an intricate system of mechanical 
conveyors is necessary to carry the materials from stage to stage of 
the process. But, as compared Avith other important industries in 
India, the machinery is not very elaborate, and does not require a 
great amount of skilled supervision. The employment of expen- 
sive skilled labourers imported from abroad is therefore necessary 
only to a small extent. 


* Portland Cement : its manufacture, testing, and use, by D. B. Butler 



7. The manufacture of Portland cement in India was commenced 

in Madras as long ago as 1904 by South. 
Manufacture of Portland India Industrials, Limited, a Company that 

Cement m ndia. dates from 1879. But the present capacity 

of the plant is only 10,000 tons and the actual production /seems 
to have been a good deal below that figm*e. It 'was not until the 
war was imminent that the production of Portland cement in India 
on a large scale was contemplated. Three companies were formed 
in 1912 and 1913, but none of them had actually commenced to 
manufacture when the war began. The earliest to start was the 
Indian Cement Company, Limited, in October, 1914 with a factory 
at Porebander in Kathiawar; then in January 1915 followed the 
Kixtni Cement and Industidal Company, Limited, with its works 
at Katni in the Central Provinces, and. finally in 1916 Bundi Port- 
land Cement, Limited, commenced production at Lakheri in the 
Bundi State, Eajputana. As originally equipped, the three plants 
together had an output of 76,000 tons. In the latter part of the war, 
they worked under official control, and the great bulk of their 
output was taken by Government. Immedifttely after the war 
followed the boom years of 1919 and 1920 when the prospects of 
industrial expansion seemed unlimited, and every week saw fresh 
flotations. The cement factories were now earning very large pro- 
mts, and the future of the industry seemed assured. The three older 
Companies increased their plant to an extent which enabled them 
to double their output, and no less than seven new cement factories 
Were projected. Two of these were erected near Katni in the 
Central Provinces, one in Kathiawar, one in the Punjab, one in 
Chota Kagpur, one in the Gwalior State and one (not yet completed) 
in the H5’^derabad State. By October 1923 all except the last 
had commenced to manufacture Portland cement, and these six 
factories between them had an aggregate capacity of 386,000 tons. 
In few industries has development been equally rapid. In 
1914 a small quantity of cement was produced at Madras 
in one factory, while in 1924 there were ten factories at work with 
a possible output of 550,000 tons. A list of the Companies will be ® 
found in Appendix I. 


8. The claim that the Cement industry in India possesses great 

natural advantages has, we think, been made ' 
Natural advantages of good. Limestotie of excellent quality exists 

materials. abundance in many parts of the country 

and close to the Railway lines, so that it has 
iisuall}'^ been found possible to establish the factories in the imme- 
diate vicinity of the quarries. The Gwalior Cement Company how- 
ever has to transport its limestone by rail from a distance of 10 miles, 
and the Indian Cement Company (Porebandar) for 32 miles, while 
the Katni Cement and Industrial Company, Limited, supplements 
the local limestone by supplies of higher quality drawn from quarries 
20 miles distant. These are the longest distances over which the 
limestone has to be conveyed. Suitable’ clay is invariably to be 
found close to the works, and all the factories seem to be assured of 
ample supplies of limestone and clay for a long perio’d of years. 
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Gypsum, tKe only otter raw material needed, is also produced in 
India, -^‘but bas to be brought from long distances. Even though the 
quantity required Hoes not exceed 5 per cent, of the output of cement, 
the freight on gypsum is an appreciable item in costs, and may 
amount to as much as He. 1 per ton of cement. 

9. As explained in paragraph 6 the process of cement manufac- 
ture does not necessitate the employment of 
skilled labourers from abroad, and the 
Europeans and Americans in the works hold, 
almost without exception, supervising appointments. The largest 
number of Europeans employed in any one factory is seven, and the 
average number is four or five. The appointments which are not 
at present filled by Indians are those of Manager, Chemist, and 
Mechanical and Electrical Engineers. Some of the factories are 
still obliged to employ Europeans as kiln-burners, but this is due 
entirely to the rapid growth of the industry. The older factories 
have trained several Indians as kiln-burners, but have been unable 
to retain all of them when better paid appointments were offered 
in the newer factories. We believe that, given time and training, 
Indians can fill adequately both the Chemical and Engineering 
posts,- and will eventually qualify themselves to hold the post of 
Manager. Meanwhile the disadvantage under which the industry 
suffers by having to employ a limited number of Europeans and 
Americans on higher salaries is not a serious one, for the addition to 
the works costs on this account is probably not more than 8 annas 
to 12 annas a ton. We have not been able to ascertain with any 
accuracj’- the labour costs in a European factory, but, as fa. as we 
can judge, the Indian manufacturer has no particular disadvantage 
in this respect. He employs a much larger number of hands, but 
this is countei’-balanced by the lower rates of wages. 

10. In respect of fuel the Cement industry in India has no natural 

advantage. With one exception, all the fac- 
N^ural advai^ages. tories are situated at such a distance from 
ower an < e . coalfields that the freight on coal is a 

very sei'ious item in the cost of production. Eor power pro- 
duction an inferior class of coal can sometimes be used, 
and several factories draw half their supplies from Hewa or the 
Central Provinces. But the coal used in the kilns must contain the 
lowest possible percentage of ash, and for this reason at least half 
the coal used in the works must be conveyed from the Bengal and 
Bihar coalfields. The fact that in the Indian Cement industry the 
cost of coal is necessarily high has a most important bearing on the 
claim to protection, and the question will be more fully examined in 
Chapter II. Meanwhile it will suffice to say that, biit for the 
disadvantage and another to be mentioned in the next paragraph, 
the industry would already be able to meet foreign competition 
unaided. 

11. Apart from the two Kathiawar factories there are no Irdiar. 

cement works within 300 miles of a port. 

Natural advantages. This fact has two consequences. Up-country, 

^ owing to the railway ireight on imported 



'C'ement, tlie Indian manufacturers liave a great natural advantage; 
indeed it would liardly be too mucb to say tbat tbey possess a natur- 
ally protected market. It may be taken to include rougbly all 
stations on tbe Great Indian Peninsula Railway and tbe Bengal 
Nagpur Railway between Bbusawal and Panposb, all stations on 
tbe Great Indian Peninsula Railway and tbe East Indian Railway 
between Bbusawal and Asansol, all stations on tbe Bombay, Baroda 
and Central India Railway north of Baroda, alb stations on tbe 
North Western Railway north and east of Kbanpur, the whole of 
tbe Oudb and Robilkband and Bengal and North-Western systems, 
and part of tbe Jodhpur Railway. Within this region Indian 
cement has, as compared with the position in the ports, an advantage 
• which varies according to the distance from the nearest port, but 
may approach Rs. 10 a ton on the average. In the rest of India, 
Indian cement has to meet the competition of imported cement on 
the same terms as in the great ports, or on worse terms, as in Burma. 
Erom information supplied confidentially by the cement companies 
and from figures given by four of the Railway Administrations, we 
estimate that, if the present consumption of cement in India be, 
taken as 390,000 tons, between one-fourth and one-fifth would cover 
«, the requirements of the naturally protected area, and, if allowance 
is made for the area commanded by the Shahabad factory, which 
will be opened shorth^, the proportion may be taken as one-fourth. 
One factory, Punjab Portland Cement, Limited, which can produce 
36,000 tons a year, must necessarily dispose of the whole of its output 
in the up-country market, as it is more than 900 miles from Karachi, 
the nearest port. In the replies to our questionnaire sent in by this 
Company it was admitted that its exceptional geographical position 
should render it practically immune from foreign competition nx- 
icept indirectly. This indirect competition, it is suggested, is caused 
by the invasion of the Punjab market by other Indian companies 
unable to face foreign competition in the ports. If the 36,000 tons 
produced by Punjab Portland Cement, Limited, are deducted from 
the demand within the naturally protected area, about 60,000 tons 
is left for the other companies. 


Eemoteness of the Indian 
Cement Factories from the 
great Ports. 


12. The principal market for cement in India is to be found not 

up-country, but in the great ports, and es- 
pecially in Calcutta and Bombay, and in 
this market most of the Indian factories are 
severely handicapped by their remoteness. 
More than half the cement consumed in India is probably used in 
these two Presidency towns and the areas in their vicinity, to which 
imported cement has as easy access as Indian cement, but there are 
no cement works within 350 miles of Calcutta and none within 250 
miles of Bombay. Japla, where the works of the Sone Valley Portr 
land Cement company are situated, is 370 miles from Calcutta and 
the Katni group of factories, which are the next nearest, are 670 
miles away. The Kathiawar factories are about 260 miles from 
Bombay and 300 from Karachi, and both are handicapped by their 
idistances from the coalfields. The Buhdi Portland Cement works at 
Lakheri are 610 miles from Bombay, and the Katni group 680. 
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Wlien, however, the Shahahad factory is opened it will he fairly 
near its market, for its distance from Bombay is only 370 miles and 
■from Madras 425 miles. On the other hand, it is nearly as far from 
the coalfields as the Kathiawar factories, 

13. The facts brought to notice in the last two paragraphs are 

fundamental in defining the issue we have 
ProTJlem of the Cement with. The two questions we have 

n ustry in n la. answer are, first, whether, notwithstanding 

•the disjtance of the Indian cement factories from the Presidency 
towns and also from the coalfields, they can hold their' own 
eventually in Calcutta, Bombay, Madras and Karachi without 
•extraneous assistance, and, secondly, what amount of assistance is 
j'equired at present to enable them to capture thesq markets. The 
up-co\intry market they already hold, and Burma is an exceptional 
•case which requires separate discussion. The analyses of the cost 
of production in Chapter II will lead up to the answers which we 
flunk must be given to these questions. Meanwhile there are other 
'aspects of the case to be considered. 

14. During the last quarter of a century the consumption of 
r'roTvfch of the Indian Portland cement in India has gone up by 

■market for Portland leaps and bounds. Between 1900 and 1910 
■Cement. imports^ increased from 43,000 tons to 

130.000 tons, and in the last two pre-war years, when the Indian 
production was negligible, cement was being imported at a rate 
exceeding 180,000 tons a j’-ear. For the next six years, owing to 
•■shipping and other difficiilties, imports fell off heavily, and, but for 
the newly established Indian factories, there would have been a 
-serious shortage of supplies. As it was, in three out of the five war 
years the Indian production and imports together exceeded 160,000 
tons, and it was only in 1916 and 1918 that the consitmption was 
substantially below the pre-war level. In the first year after the 
war a rapid increase in the consumption began, and, notwithstanding 
the high prices which still prevailed, the consumption increased to 

180.000 tons — or approximately what it was in 1912 and 1913. 
During the next five years the consumption more than doubled, and 
hy 1924, the Indian production and imports together amounted to 
about 388,000 tons. The Indian production at 264,000 tons was 
47 per cent, greater than the. annual imports in 1912 and in 1913. 
The imports of cement into India, and the production since 1914, 
‘have been tabulated in Appendix II. 

15. Rapid though the increase of consumption has been, it has 

not been great enough to absorb the output 
Probable futuregrowtb q£ j^g^ factories ^1 commencing to manu- 
of consumption. „ , 'ii > i-u n • j j ± r 

lacture within the brief period of two years. 

The total Indian demand is not quite 390,000 tons at present, 
while the Indian cement works can already produce 550,000 
tons and, as soon as the Shahahad factory opens, will have 
■'.a potential output of 600,000 tons. Nevertheless, if consumption 

* Except when otherwise stated, the import hgures given in the Keport include 
G ovemment stores. 




continued tOjgrow at the same rate as it did between 1919 and 1924 / 
it would not be long before tbe demand again overtook tbe produc- / 
tive capacity of tbe works. In that case by 1928 or 1929 India/ 
would be using 600,000 tons of cement a year, and tbe position of 
tbe industry would be very greatly improved. Tbe manufacturers 
apparently expect that tbe post-war rate of increase will in fact be 
maintained, and point in support of tbeir views to tbe experience of 
other countries, and particularly of tbe United States of America. 
We are not greatly impressed by tbe American analog, for condi- 
tions in India are not comparable to those prevailing in tbe United 
States, and tbe course of events in this country may be widely dif- 
ferent. We thought it desirable, however, to examine tbe ques- 
tion as fully as possible, and with that objecl we addressed en- 
quiries' to Local Governments, tbe Railway Administrations, tbe 
Port Trusts of Calcutta and Bombay and several engineering firms. 
Tbe three points on which we invited opinions were : — 

(1) whether, if cement prices remained at aboiil their present 

level, a substantial increase in consumption was prob- 
able ; 

(2) wbai percentage of increase an tbe present price was likely 

tc {d] retard, (6) stop or (c) reverse tbe increase in con- 
sumption, and 

(3) at what price cement would begin to replace lime for con- 

structional purposes. 

It will be convenient, we think, to indicate tbe general tenour of 
tbe replies received. 

16. To tbe first question tbe majority of tbe replies were either 

a direct negative or a statement to tbe effect 
Opinions as to the groM th only a slow and gradual increase could 

be expected. There were, however, a tew 
exceptions. Tbe South Indian Railway Administration, which uses- 
chiefly imported cement, thinks that tbe increase will be substantial, 
but not rapid. Messrs. Martin and Company, Calcutta, point out 
that low cement prices encourage tbe use of reinforced concrete, and 
that conditions in tbe Presidency towns necessitate tbe erection of 
loftier buildings, for which this method of construction is suitable. 

A similar view seems to be taken by tbe Port Trusts of Calcutta 
and Bombay. Tbe former body point out that, bad Indian cement 
been obtainable at tbe present low rate when the construction of 
Kina' George’s Dock was started, tbe execution ^of tbe whole of tbe 
work in cement would have been seriously considered. That would 
have meant tbe purchase of an additional 70,000 tons of cement. 

IT. Tbe second question was a somewhat difficult one to answer. 
Opinions as to the effect aiid ^ considerable variety in tbe replies, was 
of increased prices on con- to be expected. Three Local Governments 
sumption. never use cement except when it is indis- 

pensable, and consequently believe that, within wide limits, price 
■ fluctuations would make no difference. Tbe general opinion 
seems to be that any increase in price would retard consumption;: 
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-tlie increase wliicli would stop tlie growth of consumption is vaid- 
ously estimated at fi'oin 5 to 30 per cent., and the percentage which 
would produce an actual decrease from 10 to 50. The one point 
which seems emerge clearly is that the price factor is very im- 
portant, and directly afiects consumption. 

18. Our enquiiy as to the reduction in price which would en- 

able cement to compete with lime has 

Opinions as to the substi- naturally elicited the most various replies, 
tution of Cement for Lime. <> ti- • -r» • x- ' 

lor the conditions in the Provinces are very 

lai- from uniform. But the great majority of those consulted con- 
•sider that a substantial reduction in the price would be necessary, 
and three Local Governments think that cement could not in any 
circumstances compete. The main es^ceptions are again the Port 
Trusts of Calcutta and Bombay. The latter body say definitely 
that at present prices cement mortar in Bombay can be used to 
Teplace lime mortar in good class brick work or masonry. The Cal- 
-cutta Port Commissioners say that they are now using Indian 
cement at Bs. 36-12-0 a ton, and at this price the cost of cement 
brickwork is brought veiy near the cost of lime brickwork, the 
figuies being Rs. 48 per 100 cubic feet for the former and Bs. 45 
per hundred cubic feet for the latter. Apart from the Port Trusts, 
the only evidence favourable to the cement companies’ claim comes 
from the Punjab Government who state that, if cement could be 
obtained at a price of about Bs. 30 f.o.r. at the Punjab Cement 
'Company’s works, it would begin seriously to compete with lime. 
Lower prices than this have actually been accepted by cement com- 
panies, f.o.r. works, during the past year. 

19. It will be seen from what is said in the last three para- 
Possible slackening of graphs that the evidence obtained does not 

demand in the Presidency favour the view that consumption will soon 

equal the productive capacity of the Indian 
works. It must not be forgotten that many projects which had 
been held up during the war were vigorously pushed on when the 
channels of trade re-opened. In Calcutta the King George’s Docks, 
and in Bombay the great schemes of the Development Department, 
provided outlets for large quantities of cement, while in both cities 
rebuilding has been carried out on an extensive scale. It is not 
safe to assume that there will be no slackening of activity in this 
direction, and it is possible that for the moment the Presidency 
towns have reached the limit of their capacity to absorb cement. 
One witness indeed, Mr. B. P. Mears of Messrs. J. C. Gammon and 
Company, Limited, a Bombay firm of contractors, who use a great 
deal of cement, informed us that in Bombay a lessening of activity 
had already come about. He attributed the post-war growth of con- 
sumption to the increase in the amount of construction done, and 
to the far larger use of reinforced concrete, but he did not antici- 
pate that this growth would continue. There had been an extra- 
ordinary boom in construction in Bombay, but it was now at an end, 
and much less building was going on than there was three years 
:ago. On the whole, he thought that during the next five years in 
Bombay a decrease rather than an increase in consumption was to 
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be expected. This evidence is of some importance^ for probably 
more cement is nsad in Bombay than in any otlier place in India. 

20. In tbe face of tlie evidence we bave received we are not 

justified in anticipating” tbat the consump- j 
Views of the Board as to cement in India will in the next five I 

growt 1 o yg^pg jnci'ease as rapidly as it has hitherto/ 
done. But it would be unduly pessimistic/ 
to assume that there will be no increase at all. There are reasont 
which lead us to think that India’s present consumption of cement 
is still far below its potential consumption, and that the demand 
will continue to expand. Experience in other countries sug-gests 
that in the great towns cement may become an important road 
making material, and there is at least a possibilit}' that, in parti- 
cular localities and for particular purposes, cement may be able to 
displace lime in constructional work. In the up-country districts 
also there is room for expansion, and in many parts of India con- 
tractors and workmen are still unaccustomed to the use of cement,., 
and their work is often spoilt bj’’ ignorance and inexperience. This 
fact constitutes an objection to the use of cement at present and 
leads builders to prefer other materials. But the obstacle is only 
temporary. There is nothing intrinsically diificult in the use of 
cement, and Indian workmen are learning to use it every day. It 
is facts of this kind which justify a belief that the demand will 
grow. But it would be a mistake to assiime that the rate of growth 
will not be affected by the price at which cement can be bought^ 
Eor certain purposes, it is true, cement is indispensable, and will 
continue to be used at almost any price. But for many other pur- 
poses cement enjoys no monopoly, and is in constant competition 
with other methods of construction and other materials, which 
already hold the field and must be displaced. A rapid extension of 
its use can hardly be expected unless the price continues relatively 
low. This is particularly true of up-country markets like the Pun- 
jab where, on account of the distance from the sea, imported cement 
has always been expensive, and consequently little used. A 
marked rise in the price would probably retard the growth of con- 
sumption, and a very substantial increase might for the time being 
stop it altogether. In view of the excess of productive capacity 
over demand a rapid expansion of consumption is what the industry 
chiefly needs, and it is for this reason that we have laid stress on 
this aspect of the subject.. We now turn to the question of prices. 


21. According to the evidence of the manufacturers, in 1912 and 
^ , 1913 imported cement was selling in Bombay 

from Es. 45 to Es. 50 a toS, and these 


ported cement was foi’midable only in the 
values in the Trade Returns. In 1917 and 1918 the price had 
risen enormously, and apparently varied from Bs. 125 to Bs. 225 
a ton. ^Even in 1921-22 the price 'of' imported cement, it is said, 
was as high as Bs. 200 a ton and was not lower than Bs. 150. In 
1922-23 there was a rapid decline in the price of imported cement 
to Bs. 75, and in 1923-24 to Bs. 60 or even lower. • The present 
price of British cement in the ports is between Bs. 55 and Bs. 60. 
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Tlie cement imported from other countries is no more than a fiftli 
of 'the total, and the hulk of it comes from Germany and Belgium.. 
Detailed information as to the prices of Continental cement is lack- 
ing, but apparently it is lower than the price of British cement by 
about Bs. 10 a ton. This is in accordance both with the statements 
of the manufacturers and with data supplied by the Indian Stores- 
Department. , 


22. During the 

Prices of Indian cement. 


war the Indian factories were under official 
control and the great bulk of their output 
Avas taken by the Munitions Board, at first 


at Es. 42-8-0 and subsequently at Es. 55 a ton ex works, so for that 
period no useful comparison can be made with the prices of import- 
ed ceinent; Control ended in the middle of 1919, and the factories 


were then in a position to take advantage of the very high prices 
which prevailed. During the next three years the prices realized 
bj' the three Companies then producing were very remunerative, 
though far below the prices of British cement. In 1922 a decline- 
in prices began, but even in that year two Companies state that 
they were realizing Es. 70 a ton and upAvards. In 1923 the pro- 
duction of the new factories began to affect the market, a period of 
intense internal competition began, and prices fell away to a ruin- 
ous level. This can but be illustrated by the prices communicated, 
to us by the Calcutta Port Commissioners. They are as follows : — 


Per ton (delivered 
Calcutta). 


Es. A. P. 


June 1923 52 0 0 


February 1924 . . . . . 43 13 0 . 

May 1924 36 12 0 

These were all tenders for large quantities, none of them less than, 
5,000 tons. In June 1924 the Indian Stores Department receh^ed 
tenders for 312 tons of cement, and the lowest tender sent in was> 
Es. 28-8-0 f.o.r. works, equivalent to Es. 40 at Calcutta. More 
recently, in January 1925, tenders were received from Indian com- 
panies at Es. 25 per ton, f.o.r. works, on two occasions for 2,500 
and for 6,200 tons. 

23. The full significance of the present prices of Indian cement 
_ . . r T V will be brought out when the cost of pro- 

cement unremunerative auction has been examined, but there are 
and due to internal com- tivo facts which must be emphasised here- 
petition. Tlje first is that the present prices are wholly 

uni’emuiierative and usually do not even cover the works costs- 
In these circumstances prices cannot remain at their present level, 
and a rise in the near future is ineAutable. This is a fact AA'hich 
makes it unwise to take an over-sanguine view of tlie probable 
growth of consumption in the near future. The second fact is that 
t^he present price of Indian cement is due solely to internal com- 
petition amongst the Indian cement 'works, and is in no direct 
relation to the price of imported cement. If the importation of 
foreign cement Avere prohibited by laAV, it is doubtful Avhether the 
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Countries from which 
cement is imported. 


internal price rrould be affected. This fact bas an obvious bearing 
'On tlie claim for protection. 

24. The great bulk of tbe Portland cement imported into India 

is made in Great Britain. During the ffve 
years immediately precedins: the war the 
quantitj’-* received from tbe United Kingdom 
was nearly five-sixtbs of tbe total, and tbe lowest percentage was 
7Y in 1912-13. Tbe results for tbe post-war peiiod are very simi- 
lar, and during tbe five years 1919-20 to 1923-24 Great Britain 
was responsible for four-fiftbs of tbe imports. In tbe first of tbese 
^mars tbe British proportion was over 80 and in tbe second over 90 
per cent, but in 1921-22 Britisli imports fell off heavily and amount- 
ed to only 64 per cent, of tbe total. A recovery followed to 72 per 
cent, in 1922-23, and 84 per cent, in 1923-24. A certain quantity 
of cement also enters India annually from Germany and Belgium, 
tbe imports from tbe former country usually preponderating; but in 
spite of tbe fact that the Continental cement usually sells at a 
price substantial!}^ below that of British cement, tbe bold which tbe 
Jaxter possesses on the Indian market bas not been shaken. Tbe 
imports from Germany and Belgium were heaviest in 1912-13, 
when these two co\mtries between tliem sent to India nearly 29,000 
tons, blit tbe highest figure attained since tbe war was 18,000 tons 
in 1922-23. Japan lias been an important source of supply only 
in 1921-22, when nearly 19,000 tons were imported ; but two years 
later tbe imports from that country dropped to 87 tons. 


25. Continental cement has never foiind the same favour with 

consumers and does not displace British 
Strong position of Bntisli cement even at a 15 per cent, difference in 

■ prices. It follows, of course, that it is the 

British competition which is formidable to the Indian producer, 
•and the claim to protection must be considered in the light of that 
fact. If a cement factory can hold its own against British cement, 
it has nothing to fear at present from other countries. It was ex- 
plained in paragraph 23 that the present low price of Indian 
cement is due to internal and not to foreign competition, but it 
does not follow that, if there ’were fewer Indian factories, Indian 
^ cement would realize the same price as British cement. The evid- 
ence we have taken makes it quite clear that many consumers will 
not buy Indian cement unless it is a great deal cheaper than Bri- 
tish. But there is nothing in the evidence to suggest that the con- 
sumer’s preference extencls to cement coming from Germany and 
Belgium and other Continental countries. The difficxilty, there- 
fore, which the industry has to meet is not so much a prejxidice 
•against Indian cement as a distinct preference for British cement 
over cement from any other source. 

26. If Indian cement is to be successful in competition with 

British cement, the maintenance of a high 
Tests of Indian cement. standard of quality is essential, and we have 

made special enquiries on this point. We 

* In calculating the percentages in this paragraph, Government stores have been 
excluded. 
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exaiuined Mr. Brodie of flie Government Test House, Alipore, who- 
has made a large number of tests of Indian cement in his labora- 
tory, either at the request of the manufacturers themselves, or o£ 
merchants, or on behalf of Government Departments. He express- 
ed the opinion that the quality of the cement manufactured in 
India was very good and that it did not as a rule fall below the 
British standard specification. So far as he could judge, it was as 
good as, or rather better than, imported cement, taking into con- 
sideration the fact that it was to be used under Indian conditions, 
and considerably superior to Continental or other foreign cement. 
So far as quality was concerned, he thought the Indian manufac- 
turer could quite hold his own. We think that Mr. Brodie’s evid- 
ence is important and that it cannot be brushed aside as merely 
based on laboratory tests. As Mr. Davy, Controller of Inspection 
in the Indian Stores Department, pointed out, the British standard 
specification was devised to protect the consumer and not to help 
the manufacturer, and cement which passes the tests successfully 
will give satisfactory results in actual use. 

27. The quality of Indian cement has been tested not only in 

the laboratory but also in actual use. We 
Opinwus as to the quality ]iave obtained opinions on the subject from 

of Indian cement. ^ Local Governments, Railway administra- 
tions, and other important consumers, and on the whole they are 
distinctly favourable. Tlie majority of the replies received are 
definitely to the effect that Indian cement has been found to be as 
good as British cement. On the other hand, some authorities say 
that the quality is not uniform, and that occasionally supplies have 
been found unsatisfactory. This may very well be the case. 
Every one of the large Indian factories commenced production with- 
in tlie last eleven years, — six of them within the last three years — 
and it would be s\irprising if every one of them had an absolutely 
clean record from the start. 


28. We think the evidence justifies the conchision that there is 

no reason why cement should not be made in 
Board s as to the India equal in every respect to British 

cement, and that the product pi the Indian 
factories usually is so. Where the quality has been inferior, it has 
been due to the inexperience against which every industry has to 
struggle during its early years, but we do not believe that failure 
has been frequent. The preference for British cement can be ac- 
counted for without assuming any real inferiority of Indian cement. 
British cement has now held a high reputation for quality over a 
long period of years, and would naturally be given some pi'efez’ence 
on that account. The use of bad cement might imperil the stabi- 
lity of an important work and those responsible for its execution 
are reluctant to run an unnecessary risk. They are ready, there- 
fore, to pay something extra for what they regard as a guarantee 
of quality. There is also the feeling, whether justifiable or not, 
that British cement has already proved its lasting qualities, and 
that a number of years must elapse before this final test can be 
applied to Indian cement. The Indian ' manufacturers are new- 
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•comers iu tlie industry and liave still to make tlieir reputation, and 
during tlie period of trial every inferior consignment sent out by a 
single factory puts olf tbe day n'lien Indian cement will be as freely 
accepted as British. But we believe it is only a question of time 
before Indian cement establishes its reputation, and it is signifi- 
cant, we think, that two of the older factories (Eatni and Bundi) 
'have much less dilficulty in selling their output than the newer 
factories. They can do so because their reputation is already estab- 
lished. /The preference for British cement will not disappear sud- 
denly, and the process by which the consumer is convinced - that 
Indian cement is perfectly satisfactory will be gradual. Bor seve- 
ral years to come it must be taken as one of tire facts of the situa- 
tion that Indian cement will be taken instead of British only if the 
price is very distinctly lower. ’ ^ 

29. There is another reason why in certain Indian markets im- 
ported cement is preferred, namely, the 
Packing of Indian cement. of packing. Imported cemout is 

packed in wooden casks lined with waterproofed paper, whereas 
Indian cement is packed in gunny bags. It is claimed that on this 
account Indian cement is less protected against the action of mois- 
ture, and is much more liable to deterioration in transit or when 
stored. This view has been freelj’ expressed in the evidence we 
have taken, but we believe an undue importance has been attached 
to it. On this point the opinion of Sir Hugh Keeling, Chief Engi- 
neer, Delhi, is valuable as he has had long experience of the use of 
^cement in India . He writes : — 

“ Eor sometime past we have been using Indian cement only 
for public works in Delhi. I may say that since these works 
were started we have only used imported cement where there 
has been any doubt as to the possibility of our obtaining the 
required quantity of Indian cement. ABe call for tenders for 
the supply of cement and we specify that it should be up to 
British Standard Specification for quick, medium or slow 
setting as the case may be. Consignments are tested as they 
•arrive and any consignment not up to the specification is at 
once rejected. Our experience of Indian cement on this pro- 
ject has been that the standard of quality is equal to that of 
cement imported from Europe. In this connection I may say 
that during the 37 years I have been engaged on works in 
India, I have often found that cement imported from Europe 
deteriorates on the voyages and I have, on several occasions, 
had reason to complain to the Director General of Stores iii 
'England regarding the unsatisfactory quality of the cement 
despatched. Enquiry has proved, however, that w-hen the 
cement was despatched it was up to the British Standard Spe- • 
cification. The deterioration takes place during the time the 
cement is on the ship, before it reaches the Indian port of 
• delivery. We have not found that Indian cement is liable to 
•-deterioration if it is packed in bags and not in barrels, if 
«care is taken to see that the bags are suitable and properly 
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tarpaulined or put in a closed waggon, I cannot see wliy on 
this ground preference should he given to imported cement, 
even if prices were higher. 

As I have mentioned before, I have known of several cases 
where consignments of cement from Europe which were packed 
in barrels and which have deteriorated on the voyage. Indian 
cement, properly packed and tarpaulined or loaded in a closed 
waggon, is, in my opinion, not as likely to deteriorate on a 
comparatively speaking short railway journey as English 
cement is on its voyage from Europe to India.” 

It may be admitted that in a Province with a very moist climate 
such as Lower Burma, and in most parts of India during the rains, 
cement packed in bags will deteriorate more rapidly than cement 
packed in casks, and to that extent Indian cement is at some dis- 
advantage if prolonged storage is necessary. But it is to be re- 
membered that supplies can be obtained with much greater fre- 
quency from an Indian factory than from abroad, and it is now un- 
necessary to hold stocks of cement for long periods. Both in 
Europe and America cement is sold for domestic consumption in 
bags, and the use of casks is confined to exported cement, because 
greater protection is necessary during the long sea voyage, and be- 
cause the cement is likely to remain in stock for a considerable time 
after arrival in a foreign country. We believe that the objection 
-to Indian cement on this ground will gradually disappear as the 
position becomes better understood. 

30. We have made enquiries as to the cost of packing Indian 

cement in barrels, and the information ob- 

Cost of lacking Indian tained makes it clear that this alternative is 
cement in barrels. ii>mi n i-ji- i 

* not feasible, as the cost in tnis country’- is 

prohibitive. On this point the Central Provinces Portland Cement 

Company have supplied us with the following information : — 

“ Messrs. Spedding and Company have ofiered to supply us 
with staves and heads for making barrels. These staves and 
heads would have to be made into barrels at our factory, for 
which purpose a certain amount of additional machinery 
would have to be installed. Messrs. Spedding and Company 
have quoted for staves and heads for one barrel Bs. 2-6 ex 
their mills. The railway freight from , their mills to our 
factory on staves and heads for one barrel would be He. 0-8-3 
per barrel. After we receive the staves and heads at the 
factory, it would cost us about 4 annas a barrel to make the 
staves and heads into barrels. The total cost of barrels 
would therefore be Bs. 3-2-3, and we would require six barrels 
to pack one ton of cement.” 

It will be seen that packing in barrels would cost nearly Bs. 19 
per ton of cement, an entirely impossible figyire. 

Similar information has been received from two or three other 
Companies. 
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31. The important points to which we have drawn attention in 

„ this Chapter may be summarised as 

Summary. follows 

(1) The Cement industry' in India possesses natural advantages 

in an abundant and easily accessible supply of all the 
raw materials required, and is at no disadvantage so far 
as labour is concerned. On the other hand, nearly all 
the cement works are remote from the coal fields, and the 
freight on coal is a heavy item in the cost of production. 

(2) The consumption of cement in India has gi'own with great 

rapidity during the last quarter of a century, and a 
further increase may be expected. But the productive 
capacity of tlie Indian works lias far outstripped the de- 
mand, and this is the principal reason for the difficul- 
ties under which the industry is suffering. A rapid 
growth in consumption is its chief need, l)ut this is not 
likely to occur unless the price remains relatively low. 

(3) The present price of cement in India (excluding Burma 

and Madras) is unremunerative and barely covers, or 
does not cover, the works costs. It is due entirely to 
internal competition between the Indian companies and 
not to foreign competition. 

(4) Indian cement already holds the up-country market over a 

large part of India, but this market is relatively small 
and does not account for more than a quarter of the 
demand. 

(5) The principal market for cement in India at present is in 

the great ports and especially in Calcutta and Bombay. 
"With five exceptions,* no Indian factory is within 600 
miles of a port, and four out of the five are 1,000 miles 
and upwards from the coalfields. 

(G) Four-fifths of the cement imported into India is British, 
and the only formidable foreign competition is from the 
United Kingdom. Owing to the excellent quality and 
the established reputation of British cement and the 
newness of the industry in India, many consumers will 
not purchase Indian cement unless the price is markedly 
lower. This feature of the sitnation is likely to conti- 
nue for several years. 

(T) Cement can be produced in India equal in quality to Bri- 
tish cement in every respect, and the product of the 
Indian factories is usually up to this standard. Occa- 
sional failures must be ascribed to the inexperience in- 
evitable in a new industry. 


The five exceptions are the Sone Vallej' Portland Cement works, the two Kathia- 
war factories, the new factory, not' yet ‘ opened,, at Shahahad, and tho small works of 
South India Industrials, Limited, at iVIadras. 
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(8) Tlie main questions to be considered are — 

(а) Wbetber eventnally Indian cement will be able to 

bold its own without extraneous assistance in tbe 

■ great ports, notwithstanding the remoteness of the 
Indian cement works both from tbe coal fields and 
from tbe ports, and 

(б) What assistance will enable Indian cement to capture 

■ tbe market in tbe Ports, taking into account tbe 
bigber price wbicb many consumers will pay for 
British cement. 
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CHAPTER II. 

The cost of Production and the Pair Selling Price. 

32. Of the ten ConiiDanies now inannfacturihg cement in India 

nine have furnished ns with statements show- 
Costfigur^ supplied by £ their cost of production in recent years. 

by the Compan.es. these com- 

panies are not, however, of great importance. The cost statements 
of the Dwarka Cement Company, Limited, were not submitted in 
the form we desired, and cannot readilj" he compared with those 
of the other companies. The cost of production in the works of 
South India Industrials, Limited, is so high owing to the 
very heavy cost of its raw materials and its low oxitput, that 
it would apparently’ stand no chance in competition with the other 
Indian factories. Its comparative remoteness has hitherto shielded 
it from Indian competition, hut the opening of the new works at 
Shahahad will malce a great change in that respect. "We have 
made some use of the figures of the Punjab Portland Cement 
Company, Limited, hut as its output is not sold in direct competi- 
tion with imported cement, its costs are not important in examining 
the claim to protection. The cost figures which require close 
examination are those of the remaining six Companies, three in the 
Central Provinces (which can conveniently he referred to as the 
Katni Group), one in Pajputana, one in Kathiawar and one in 
the Gwalior State. One firm, the Sone Yalley’ Portland Cement 
Company, Limited, declined to communicate its cost figures to the 
Board on the ground that for various reasons, such as accidents 
to the plant and a low output, the costs during the first year of 
working did not give a fair idea of what could he done under normal 
conditions. This firm was not one of the original applicants for 
protection, hut a copy of the questionnaire was sent to the Agents 
at their owji request. The replies sent in made it clear that the 
Company associated itself with the demand foif protection, and in 
these circumstances it appeared to us unreasonable that information, 
which was indispensable if the claim was to he properly investigated, 
should he withheld. We invited the Company to reconsider their 
attitude hut they could not see their way to do so. This refusal 
was the more to be regretted because this Company’s works are much 
nearer to the coalfields and to Calcutta than those of any' other 
firm in India, and it should he able to land cement in Calcutta 
at a lower cost than the I'est. The matter is of importance on 
public grounds. We hold that any’’ company' which refuses to 
disclose its costs when the claim of’ an industry to protection is 
under investigation, forfeits all claim to public assistance, for it 
is imposihle to ascertain whether such assistance is required or not. 

33. It would clearly he impossible to determine separately for 

Method by which the Company what would he a reasonable 

reasonable cost of produc- cost of production or a fair selling price, 
tion has been ascertained, Xt is possible to ascertain separately' certain. 
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important elements in tire price, e.g., tlie freight on coal and the 
freight on cement from the factoiy to the ports. But to attempt 
to ascertain precisely to Trhat extent in each case the works costs 
could be reduced, and whether high costs in' particular directions 
were due to obsolete equipment, inefficient management or unavoid- 
able causes, would involve detailed local investigation and expert 
assistance. An enquiiy of that kind we could not undertake. In 
discussing, therefore, the works costs other than power and fuel, we 
have assumed the existence of equal efficiency at the works, and 
that all will be able to bring down these costs to approximately, the 
same level. This assumption does not, we think, involve any mate- 
rial inaccuracy, for the evidence does not disclose such differences 
in the local circumstances as would entail wide variations in the 
cost of production. In examining the overhead charges and the 
return on the capital investment, we have endeavoured to ascertain 
what would be a reasonable capitalization for a factory with an 
output large enough to ensure cheap production, and not larger than 
the conditions of the Indian market render suitable. Finally, we 
lay stress on the fact that a full output is presupposed throughout 
our examination of the cost of production. The reasons for this 
assumption can best be explained in a later paragraph (see para- 
graph 62). 

34. The works costs of the cement factories (see Appendix III) 

vary considerably, but they have all one 
point in common, viz.^ the fact that the cost 

Power and P»d. 

of the total and sometimes a great deal more. This item requires 
separate discussion, and, if it is excluded, the other works costs in 
1923 were as follows: — 



Rs. 

Approximate percentage 


Ton. 

of capacity represented 
by the output of 1923. 

The Indian Cement Company . 

21*46 

49 

The Katni Cement and Industrial 

Company ..... 

14*00 

89 

Bundi Portland Cement, Limited . 

13*91 

88 

Jubbulpore Portland Cement Com- 

pany 

12*13 

35 

Gwalior Cement Company 

19*00 

37 

Punjab Portland Cement, Limited . 

14-lT 

— 

The Central Provinces Portland 

Cement Company 

12*82 

39 

There are several noticeable features in 

the above table. The 


output of two of the factories (Katni and Bundi) was not far short 
of their full capacity, and their costs are almost identical, but 
it is noteworthy that they are not the lowest. In spite of the 
fact that their output was little more’ than a third of capacity, two 
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of tlie newer companies, both in tbe Katni gronp, bad lower costs 
and a third (Punjab) was only slightly bigber. This may 
be explicable to some extent by tbe fact that in the first year of 
operation tbe expenditure on repairs and maintenance was likely 
to be below normal, but the explanation does not cover the whole 
of tbe ground. Economical production is most probable in tbe 
factories with tbe most up-to-date equipment, and in this respect 
tbe newer factories may have some advantage. Tbe costs in the 
other two factories (one new and one old) are admittedly too high, 
and are ascribed to tbe low output. 

35. In Appendix III the costs have been arranged under four 

^ ^ • 1 sub-beads and something must be said about 

Works costs — Materials. i t>. timt® • m i 

each. Put a detailed comparison item by 
item is hardly possible, as there is some lack of uniformity in the- 
classification of expenditure. Tbe average cost of materials per 
ton of cement is a little over Es. 3. The Punjab Company returns; 
tbe lowest figure (Es. 1-7), and tbe next lowest is Bundi (Es. 2-G). 
Tbe two highest are Katni (Es. 5), and tbe Central Provinces; 
(Es. 4'4). Tbe former Company has to rail part of its limestone 
from a distance of 11 miles. The latter Company has , already suc- 
ceeded in reducing tbe cost of materials substantially by the use ofi 
power shovels in tbe limestone quarries. 

36. Tbe average cost of the factoiy labour per ton of cement 

_ , , T is Es. 2«5, but tbe cost tinder this- 

or <3 C03 3— a our. sub-bead per ton of cement varies from 

Ee. 1 at Katni to Es. 4 at Porebandar. The diiferences in tbe 
figures under this sub-bead are certainly due in part to the- 
lack of uniformity in classification. No difference in circumstances; 
has been brought to our notice which would account for tbe fact 
that, when both factories were working to nearly 90 per cent, of 
capacity, the labour costs per ton should be nearly three times; 
as high at Lakberi as they were at Katni. Tbe very high cost 
in tbe Porebandar factory is attributable to a low output, but in 
spite of this handicap two of the newer factoi'ies (Gwalior and 
Jubbulpore) brought their labour cost below Es. 2 a ton. 

37 . The average cost of repairs and maintenance per ton oi 

Works costs— Repairs cement was Es. 3*5. In two cases (Pore- 

and Maintenance. bandar and Gwalior) the cost was high 
(Es. 6'7 and Es. 5’2),on accoxint of tbe low output. In tbe Jubbul- 
pore works tbe low figure (Es. 1’6) is accounted for by the fact 
that tbe machinery was new, and the same explanation applies 
to tbe Central Provinces Company, who retxirned no expenditure 
at all under this sub-bead for tbe first five months of working. 
On the whole, tbe Bundi figure of Es. 3’6 may be taken as a normal 
one. 

38. Tbe remaining works costs, other than power and fuel, 

have been grouped together. They include 
Works costs— General and gjj general and miscellaneous charges, 

such as supervision, local omce expenses^ 
miscellaneous stores, etc. Tbe incidence of such charges per ton 
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of cement inevitably increases vben tbe output falls, and it u^as 
to be expected that tbe lowest costs would be returned by tbe two 
factories witb a normal output. Tbe Bundi figure of Rs. 4*T seems 
to us to be on tbe bigb side, however, and tbe Katni figure of 
Es. 3*5 is more nearl}’- normal. 

39. Thi-ee of tbe factories- furnished us witb detailed estimates 

Probable reduction of (f ^ Appendix III) of the extent to wbieb 
Worbfi costs other than tliey beiieved^ Costs could be reduced under 
Power and Fuel, given a normal Conditions if a full output were 
fall output. secured, and two others have indicated in 

general terms tbe extent of tbe reduction anticipated. Tbe Indian 
Cement Compam*, Limited, believe that their costs at Porebandar 
would come down from Es. 21*5 to Es. 11-7, given a full output, 
and this factoiy is by no means one of tbe best equipped. Both 
tbe Bundi and Eatni Companies expect to come down from Es. 14 
to Es. 12 a ton. Tbe Gwalior Company anticipate that they will 
eventually bring these costs down to just above Es. 9 a ton, but 
this estimate may be a little over-sanguine for tbe near future. 
It appears, however, tbat> during tbe month of April 1924, working 
to capacitj’, this concern did in fact succeed in bringing its works 
costs, other than power and fuel, below Es. 12 a ton. The Central 
Provinces Company expect a reduction of Es. 4 or Es. 5 a ton, 
but tbe net reduction would not be more than Ee. 1 or Es. 2, when 
allowance is made for tbe cost of repairs and maintenance. On 
tbe whole, we think that, witb efficient management and a full 
output, any of tbe factories ought to be able to bring tbe works 
costs, other than power and fuel, down to a figure between Es. 10 
and Es. 12 a ton. Tbe distribution over tbe sub-beads might be 
very approximately as follows : — 

Es. 

r*' 

Materials 2-5 to 3 

Labour 1-5 to 2 

Eepairs and Maintenance . . . 3-0 to 3-5 

General and Miscellaneous . . . 3*0 to 3-5 

40, Tbe cost of power and fuel per ton of cement in 1923 has 

been given for each factoiy in Appendix 
Works costs— Power and TIT, but for practical purposes these figures 

are not of much use, for most of tbe coal 
used in that year was purchased earlier and at much higher prices 
than those now prevailing. In order to ascertain tbe present cost 
of coal per ton of cement it is therefore necessary to refer to tbe 
answers to tbe questionnaire and to tbe oral evidence. Theoretical- 
ly, about balf a ton of coal is required per ton of cement, but since 
tbe war tbe Companies bave found difficulty in working down to 
this figure. In some cases tbis may be due to a low output, because 
continuous working is essential to fuel economy, and if there are 
stoppages, tbe quantity of coal used is higher per ton of cement. 
Bui tbe higher coal consumption is also due in part to- a higher 
’ percentage of ash. Tbe evidence makes it quite clear that since 
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tlie war tliere lias lieen a marked deterioration in tke quality of 
Bengal coal, followed by a gradual improvement wbicb still con- 
tinues. One or two of the Companies use only Bengal coal, others- 
use Bengal coal in the kilns and inferior coal for the boilers, and 
others again use a mixture bf Bengal and inferior coal, half and 
half. On the basis of the statements made by the various com- 
panies as to their- coal consumption, the sources of supply and the 
pit’s mouth price of coal, the following figures have been extracted 
from the evidence : — ■ 



Cost of 
coal at the 
colliery 
per ton of : 
cement. 

Freight 
from colliery 
to works per 
ton of 
cement. 

Total cost 
of coal ]ier 
ton of 
cement. 


Rs. 

Rs. 

Rs. 

Indian Cement Company .... 

4-n 

10-1 

15-00 

Katni Cement and Industrial Company 

O’O 

3-6 

9-1 

Bundi Portland Cement, Limited 

5-4 

7-2 

12-6- 

Gwalior Cement Company 

3-9 

4*5 

8-4- 

Central Provinces. Portland Cement Com- 
pany. 

4-6 

2-9 

7-5 


It will be seen that the freight on coal is not a very serious 'item 
in the case of the Katni group of factories or of Gwalior. It is 
heavier in the case of Bundi and much lieavier in the case of the 
Kathiawar group. The average cost of coal ah the pit’s mouth per 
ton of cement according to the above table is about Ks. 5. But 
the price of coal has fallen since the evidence was taken, and with 
a full output the coal consiimption would be lower. On the whole, 
we think that Rs. 4-5 would be a fair average figure. On that 
basis the cost of coal per ton of cement works out as follows, in 
l ound figures : — • 



Cost of 
coal at the 
pit’s mouth. 

Freight. 

Total. 


Rs. 

♦ 

Rs. 

Rs. 

Katni group of Companies 

4-5 

3-5 

8 

r 

Gwalior Cement Company . . . . 

4‘5 

5 

9 

Bundi Portland Cement, Limited 

4*0 

7-5 ' , 


Kathiawar group of Companies 

4-5 

10-5 

15 
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41. In order to arrive at tlie cost of cement, f.o.r. works, exclu- 

sive of overhead, one more item has to be' 

Cost 01 packing. taken into account, namely, tbe cost of 

packing. Tbe cost of packing in 1923 varied from Its. 9 to Rs. 7,. 
and tbe average was Rs. 8‘5. All tbe factories pack tbeir cemenf 
in gunny bags, and at present no alternative method of packing is- 
available. We bave already explained in paragraph 30 that tbe* 
cost of packing in barrels at Rs. 19 a ton is prohibitive. In the 
United States of America paper bags are commonly used,^ it is- 
'said, for packing cement, and they have been tried in India but 
were not found satisfactory. They are much cheaper than gunny- 
bags, but they are apt to be damaged in transit and the cement- 
lost or spoiled. The cost of packing is a heavy item, but at present 
there is no prospect of its being reduced below Rs. 8 per ton of 
cement. 

42. The total cost per ton of cement, f.o.r. works, without over- 
Total cost f. o. r. ivorks, head, has been estimated as follows in the- 

without overhead. foregoing paragraphs: — 



Works costs 
(other than 
power and 
fuel). 

Pow’er and 
fuel. 

Packing. 

fK 

Total. 


Rs. 

Rs. 

Rs. 

Rs. 

Katni group of Companies . 

10—12 

8 

8 

26—28' 

Gwalior Cement Company 

10—12 

9 . 

8 

27—29' 

Bundi Portland Cement, Limi- 
ted. \ 

10—12 

12 

1 8 

1 30—32? 

Kathiawar group of Companies 

10—12 

15 

i s 

1 

33— 3.T 


43. The Head office expenses vary considerably as between the- 

different Companies, and for no very apparent 
Overhead charges— Head i<eason. The Katni and Bundi factories,. 

for example, have approximately the same 
capacitji- and had in 1923 the same output, yet the Head office ex- 
penses of the former were nearly double those of the latter. The 
Central Provinces and Jubbulpore factories were both working to 
about the same percentage of capacity, but the incidence of the 
Head office expenses of the latter per ton of cement was tliree 
times as great as those of the former. Calculated on the full out- 
put, the average incidence of the Head office expenses of six 
factories per ton of cement was Re. 1, and we think this is a reason- 
able figure, more especially as the Bundi figure in 1923 was some- 
what lower. A somewhat smaller allowance should cover the 
reasonable remuneration of the Agents for the work done on behalf 
of the factories. Under their contracts with the cement companies, 
the agency firms are usually entitled to a 10 per cent, commission 
on net profits, and in one or two cases to a lump sum as> wel'U or to. - 
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a small commission on sales. It will be seen from paragraph 50 
that 13 annas a ton is somewhat more than 10 per cent, of what 
we take to be a reasonable profit. Under this sub-head Us. 1-12 
:seeins to be a fair allowance. 

44. Pive of the Companies have given us estimates of the work- 
ing capital they would require if they were 
Intere^jjn^Working operating at full capacity. These estimates 
api a. may be summarised as follows: — 


• 

Working capital 
required per 
ton of output., 

Interest on 
Working Capital 
at 7^ per cent. 


Rs. 

Rs. 

Indian Cement Company, 

27 

2-0 

Bundi Portland Cement, Limited 

15 

1-1 

Gwalior Cement Company, . . . . 

22 

1-6 

Punjab Portland Cement, Limited . 

20 

1-5 

Central Provinces Portland Cement Companv 

#— ^ 

12 

0-9 


We have taken into account the evidence given as to the stocks 
usually held, the value of stores and spares, and the period which 
usually elapses between suppl}’’ and pajmient, and we think that 
•some of these estimates are too high. The out-of-pocket expendi- 
ture per ton of cement may be taken at an average figure of Bs. 30, 
and 6 months output seems a reasonable measure of the working 
•capital required. In that case the working capital is Rs. 15 per 
ton of output as estimated by Bundi Portland Cement, Limited. 
We do not think more than Rs. 1-4-0 per ton need be allowed on 
account of interest. 

45. Before the proper allowance for depreciation can be ascer- 
tained, it is necessary to determine what is 

Capitalisation of the reasonable estimate of the cost of erecting 

cement factories. , r , , • j • mi ° 

a cement lactoiy at present-day prices, ihe 

:actual capitalisation of the Companies per ton of output when work- 
ing to capacity is as follows: — 

Fixed capital expenditure 
per ton of output. 


Rs. 

Indian Cement Company . . . . 70 

Katni Cement and Industrial Company . 79 

Bundi Portland Cement, Limited . . 74 
Dwarka Cement Company . . . 78 

Sone Valley Portland Cement Company . 154 

Jubbulpore Portland Cement Company 94 

Gwalior Cement Company . . , . 102 

Punjab Portland Cement, Limited . . ITD 


Central Provinces Portland Cement Company 130 
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In tliree cases the capitalisation is extravagantly high, and the- 
figures cannot for a moment be accepted as reasonable. 'The three 
older Companies had the advantage of purchasing their machinery 
and erecting their buildings -svhen prices vere much lower, but 
all of them have made substantial additions and replacements since 
the war, during a period of high prices. It is not by any means 
clear that their actual capitalisation is much below the level of' 
present-day costs, and in fact one factoiy has been erected since 
the war at a cost in fixed capital expenditure which is no higher 
than that of the older Companies. In our questionnaire we invited 
the manufacturers to state what the present-day cost of a factory 
would be, and three estimates were received which work out as* 
follows : — 

^ Estimated fixed capital 
expenditure per ton of 
output at present-day prices.. 

Rs. 

Bundi Portland Cement, Limited . . . 100' 

Indian and Gwalior Cement Companies . . 90 

Central Provinces Portland Cement Company . 104 


Of these three estimates the second is the most valuable, for it is- 
based on the cost of the machinery recently ordered for the new 
Shahabad factory. 

46. In determining the fair capitalisation of a factory manu- 
Fair capitalisation as facturing cement in India, there are three 
estimated by the Board, post-war factories whose figures are im- 
portant. They are as follows : — 


Gwalior Cement Company 
Jubbulpore Portland Ceme 
Company . 

Dwarka Cement Company 


Full output. 

Capit alisation per ton. 

Tons. 

Rs. 

. 40,000 
.t 

102 

. 60,000 

94 

. 100,000 

rs 


It will be noticed that the capitalisation varis according to the 
capacity of the plant, and it might naturally be expected that this 
would lie so. A close examination of the figures will show that 
in this case the variation is exact. If the capitalisation of any 
of the tliree is taken as a starting point, and increased or diminished, 
by Rs. 4 a ton for every 10,000 tons of output, the capitalisation 
of the other two is arrived at exactly. It may be, of course, that 
this curious result is a mere coincidence, but we think it is not 
without significance. At any rate one 60,000 ton plant has actually 
been erected since the war at a cost of Rs. 94 per ton of‘ output.. 
If allowance be made for the fall in prices during the last five 
years, and the recent rise in the rupee sterling exchange, the 
present-day cost should be substantially lower. On the whole, we 
think Rs. 80 per ton of output is a fair estimate of a normal capi- 
talisation at present-day prices. The cost of a 40,000 . ton plant: 
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•would be MglLer, and tbat of a 100,000 ton plant lower, but tlie 
former is on tbe small side, and tlie latter is too large, having regard 
"to tbe present Indian consumption in any area wbicb can con- 
"veniently be supplied from a single centre. We think that 60,000 
tons may under present conditions be taken as normal. 

47. Several of the Companies represented tons that the income- 

tax rates of depreciation were inadequate 
Overhead charges— De- fQj. Cement factory, owing to the heavy 

precia ion- vvear and tear to which the grinding and 

•crushing machinery was exposed and the fact that the process of 
manufacture went on continuously night and day. We are not 
■satisfied, however, that sufficient reasons have been advanced for 
.-a change in this respect, and we think that an all-round rate of 
6g- per cent, on- the whole of the fixed capital expenditure is 
adequate. The income-tax rates do in fact work out to very pear 
this figure, on the average, when applied to the cement-Companies. 
Depreciation at 6^ per cent, on Ds. 80 amounts to Bs. 5 per ton 
of output. We may add that no satisfactory estimate of the proper 
allowance for depreciation can be arrived at by averaging the figures 
presented by the different Companies. [The fixed capital expendi- 
ture varies so widely, and in some cases is so excessive, that an 
•average figure would be useless. It is for this reason that we 
liave been compelled to detei-mine the amount by a different method. 

4S. The overhead charges determined in the foregoing para- 
All-in cost f. O. r. Works, graphs are as follows : — 

Per ton. 



B.s. 

Head Office and Agency charges 

. 1-75 

Interest 

. 1-25 

Depreciation . . . 

. 5-0 

Total overheat 

• . 8-0 


The all-in cost f.o.r, works of the various factories will then 
work out as in the following table (see paragraph 42) : — 

Per ton. 

‘ bV 

Katni group of Companies . . . 34 — 36 

Gwalior Cement Company . . . 35 — 37 

Bundi Portland Cement, Limited . . 38—40 

Kathiawar group of Companies . . 41- — 43 

49. It was explained in Chapter I that Indian cement was 

already in possession of the up-country 
Freight from the facto- markets, and that the competition of im- 

ries o e or s. ported cement was formidable only xn tne 

:great ports and in the areas as easily accessible from the. ports 
as from the Indian cement factories. In estimating the price at 
which the Indian manufacturer can afford to sell in the ports. 
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tlie railway or steamer freiglit is a most important factor. The 
important figures are given -in the table below : — 

Freight to port 
per ton. 

Rs. 

Kathiawar group (to Bombay or Karachi) . 8-5* 


Bundi (to Bombay) . . . • , . 13-5 

Gwalior (to Bombay) . . . . .13-5 

'Gwalior (to Calcutta) *. . . . .16 

Katni group (to Calcutta) . . . ,11 

Katni group (to Bombay) .... 15‘5 


The Katni group of factories is centrally placed and may be 
able to supply both the Eastern and the Western markets; the 
n-atiiral outlets for Kathiawar cement are Bombay and Karachi, 
while both Bundi and Gwalior are too remote to have much chance 
in Calcutta, and must sell in the Bombay area what they cannot 
dispose of up-country. So far as the freight to market is concerned, 
the Kathiawar factories have an advantage over the others, but 
this is merely an offset to the higher freight on coal. In the case 
of all the others the freight to the nearest port equals or exceeds 
the works costs other than power and fuel, 

50. Having regard to the conditions under which money can 
, , be raised for industrial purposes in this 

fitlSdS’SlfnypJ'ce. country we do not think the fair return to 

the manufacturer on the capital invested can 
be taken at less than 8 per cent. This was the rate we adopted in 
considering the claim of the Steel industry to' protection. If it 
were necessary to take into account the rate likely to attract fresh 
capital to the industry, it might be necessary'' to go even higher, 
but in existing circumstances that consideration is negligible. As 
the reasonable capitalization has been, found to be Rs. 80 per ton 
of output, the fair return to the manufacturer at 8 per cent, is 
Rs. 6'5 per ton of cement. We are now in a position to determine 
at Avhat price the manufacturer can afford to sell in the ports and 
still earn a reasonable profit. The figures are as follows: — 



All-in cost 
f.o.r. Works. 

Freight 
to port.. 

Manufac- 

turer’s 

profit. 

I 

Fair selling 
price. 

Katni group (to Calcutta) 

Bo. (to Bombay) 

Gwalior (to Bombay) 

Bundi (to Bombay) 

Kathiawar group (to Bombay 
or Karachi). 

Rupees per 
ton. 
34—36 

34— 36 i 

35— 37 
38—40 
41—43 

Rupees per 
ton. 

11-5 

15-5 

13-6 

13-5 

8-5 

Rupees per 
ton. 

6-5 

6-5 

6-5 

6-5 

6-5 1 

Rupees per 
ton. 
52—54 
56—58 
55—57 
58—60 
. 56—58 


* The steamen freiglit is given as Rs. 6 a ton, but tbe landing charges at Bombay 
have to be taken into account. 
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also if tlie Katni group of factories received for the whole journey 
to Bombay the same freight concession which they receive for the 
616 miles from juhhulpore to Bombay, and, the question whether 
this concession could not he given might well he considered when 
,the Great Indian Peninsula Railway comes under State manage- 
ment, as the East Indian Railway has already done. Karachi is 
as easih’- accessible as Bombay from the Kathiawar factories and 
\ the sea freight is the same, so that whatever price is fair in the 
one port is reasonable also in the other. Ko factory now working, 
except South India Industrials, Limited, is in a position to supply 
Madras as the distanced are too great, but the new Shahabad factory 
will be only 425 miles from Madras, and as soon as it is opened, it 
should be able to lay down cement in Madras at about the same price 
as ibe Katni group of factories can do in Calcutta. If the cement 
companies can establish their position in Calcutta, Bombay, Madras 
and Karachi they command the Indian market, with the exception 
of Burma. The inferences to be drawn from. these figures, and the 
recommendations to which they lead form the subject of the next 
Chapter. 


B 2 
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CHAPTER HI. 


The Board’s Conclusions and Recommendations. 


53. We explained in Chapter I that the Cement industry; pos- 
^ sessed natural advantages in the sense de- 
^noThke^^to^go lowr.^ manded by the Fiscal Commission, but' there 

are two other conditions to be satisfied. One 


is that the industry should eventually be able to me^ world com- 
petition without extraneous aid. The industry can already hold 
its own up-country, where the railway freight handicaps the im- 
porter, and the main question is whether it can do so in the great 
ports. With export prices at their present level and the sterling 
exchange at I5. Qd. to the rupee, British cement can be landed, 
duty free, at Calcutta of Bombay at about Rs. 48 a ton. According 
to the Trade Returns, the average value of imported British cement- 
during the five years, immediately preceding the w'ar was Rs. 41 
a ton, and during the last two of these years Rs. 44. According 
to the evidence of the cement manufacturers, cement was selling 
in Bombay at from Rs. 45 to Rs. 50 a ton during the same years, 
and at that time the Customs dutj'- was only 5 per cent. The’ rise- 
in the rupee sterling exchange from l.s. dfZ. to I 5 . Gd. means a reduc- 
tion in the landed price of imported cement of aboiit Rs. 5 a ton. If 
allowance be made for this factor, then the present price will be Rs.. 
48 a ton as compared with Rs. 40’*' pre-w-ar, -i.c., the increase is only 
20 per cent. Evidence has been given moreover, which suggests 
that the British export price is not a remunerative one. Our atten- 
tion has been called to the statement in the Annual Report of 
Associated Portland Cement, Limited, dated 15th April 1923, that 
To hold our old standing (export market) connections it has been 
necessary to sell at net works ccjet and occasionally even lower. 
The Central Provinces Portland Cement Company, Limited, also 
informed us that in 1924 the export price of British cement was 
£2-7-6, and the price for domestic consumption £2-18-0 to £3, and 
whereas the export price includes the cost of barrels, the domestic 
price is exclusive of the cost of bags which are paid for separately. 
We have not been able to verify this statement, but, if the figures- 
given by the Company are correct, the actual price paid by the 
British consumer, including the bags, is £3-15-6 to £3-17-6 a ton, 
and the difierence between the domestic and export prices is 30 
shillings a ton. It would almost certainly follow that the export 
price was unremunerative. In view of the evidence we. have taken 
we can find no reason for anticipating a Lirther fall in the price of 
British cement, and in periods' when trade is prosperous the price 
may well be higher. If the Indian manufacturer can ultimately 
sell at a profit below Rs. 50 a ton, and if the quality of the cement 
he manufactures is satisfactory, he can hold his own in Calcutta 
and Bombay against world competition. 


* Converting tlie pre-war sterling c.i.f. price at Is. 6d. to the rupee. - 
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54. It was sL-own in Cliapter II that, given a full output, one 
Eventual reduction of Company might he able to sell at a profit in 
fair selling price to below Calcutta at about Rs. 47 a ton and the three 

Companies, in the Katni group at about 
Rs. 53. No Company is apparently in a position to sell in Bombay 
at less than- Rs.^ 56 a ton, but the Katni group could sell at Rs. 53 
if they received the same freight concessions as they do to Calcutta, 
and it is possible that the new Shahabad factory may be in an 
equally advantageous position. The main question to be decided 
is whether the Indian manufacturer can ultimately bring down his 
costs by Rs. 4 or Rs. 5 a ton below what is apparently possible at 
present. We believe that this can be accomplished, but it is neces- 
sary to/point out that, of the various elements which go to make up 
the fair selling price, the majority are not within Ihe control of the 
manufacturer. By efiicient management he may be able to reduce 
the coal consumption, the works costs other than power and fuel, the 
Head office expenses and indirectly the interest on working capital, 
but the price of bags, the price of coal and the railway freights on 
cement and coal are beyond his power. The allowances we have 
made for depreciation and the return on capital are not susceptible 
of reduction, for there is no particular reason to think that the fixed 
capital expenditure necessary for the construction of cement works 
is likely ultimately to be smaller than it is at present. It should be 
possible, we think, for the manufacturer to bring down the costs by 
Rs. 2 or Rs. 3 a ton, and in course of time a reduction of Rs. 2 a 
ton in railway freights on coal, and cement may be possible. Qn 
the whole, we think there is a reasonable assurance that the Cement 
industry will eventually be able to meet world competition at the 
ports without special assistance. 


55. The third condition laid down by the Fiscal Commission 


Result to the industry if 
protection is not given. 

the national interest. 


was that without protection the industry was 
not likely to develop at all, or not likely 
to develop as rapidly as was desirable in 
This condition, as worded, is almost ludi- 


crously inapposite to the Cement industry, which is suffering much 
more from over-development than from any. other cause. It would 
be wrong, however, to put a pedantically literal construction 
on the wording. The test will be satisfied, we think, if it can 
be shown that the industry, is in serious danger of disappearing, 
or is likely to be driven out of its principal market in the ports. 
Here there are two things to be said. It is not at all likely, 
so long as the Customs duty remains at 15 per cent., that the 
Cement industry would entirely disappear. The freight advantage 
in the up-country marlcet would keep some of the concerns alive, 
and the natural advantages of the Sone Valley Company are 
sufficiently great to enable it to compete in Calcutta. At the 


very worst, the Punjab Company, the Sone Valley Company and 
one or two others would probably survive, for the Punjab Com- 


pany would sell its entire output in its naturally protected market, 
and the others could retain a foothold in Calcutta and Bombay 
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so long as ttey realized a Higlier profit on wliat tliey sold np- 
country. Between tliem they might he able to dispose of ISOjODfi 
to 180,000 tons. The second point is that, if the consumer were 
prepared to pay the same price for Indian cement as for British, 
there would he no need for protection at all, because a price of 
Rs. 57 a ton would he profitable to any factory producing to 
capacity. The need for additional assistance arises entirely from 
the consumer’s preference for British , cement. In these circum- 
stances it is important to ascei’tain approximately what difference 
in pi’ice would overcome this preference. 


56. The j)resent difierence in price between Indian and British 

cement cannot he taken as a fair measure 
Difference m price at gf the consumer’s preference for the latter, 

displace British. because, as already , explained, the present 

price of Indian cement is regulated purely 
by internal competition. We have not succeeded in getting much 
direct evidence on this point. Mr. Billimoria, giving evidence 
for the Indian Cement Company, Limited, expressed the view that 
about Rs. 8 a ton would cover the difference, the Central Pro- 
vinces Portland Cement Company, Limited, put the figure some- 
what higher — at from Rs. 10 to Rs. 15 a ton — and Messrs. J essop and 
Company say that an unbiassed user would always use local cement 
if its price were 15 per cent, cheaper than British. We attach some 
importance to the fact that during the first nine months of the 
current ofiicial year 27,000 tons of cement were imported into 
Calcutta, and only 4,600 into Bombay.*' The inference seems to 
be that Indian cement has established a stronger position, for itself 
in the latter market than it has in’ the former. On the whole, 
we 'luink that a difference of about Rs. 8 a ton would enable 
the manufacturers to retain and strengthen their hold on the 
Bombay marlcet, but that in Calcutta, where they have more lee- 
way to make up, the difference of about Rs. 12 would be necessary 
if rapid progress in capturing the market is to be'-made. 

57. On the basis of the figures in the last paragraph, Indian 

cement should, with the present duty, sell 
Probn'ble decliiio of the about Rs.' 45 in Calcutta and R'S. 49 in 

cement industry if protec- -n i rm • t i i 

tion is not given. Bombay. These prices would about cover 

the actual cost of the cement landed in the 
port, provided the factory was getting a full output, but, except in 
the single case of the Sone Talley Portland Cement Company, it 
leaves no margin at all for a return on the capital invested. So 
long as the factories are operating only to a fraction of their full 
capacity,’^ these prices would involve an actual loss. In the cir- 
cumstances it seems inevitable that all. but three or four of the 
factories should go out of production. We tliink that the third 
condition laid down by the Piscal Commission is satisfied in the 
sense that unless assistance is given, more than half the Companies 

* These figures have been obtained from the Director Greneral of Commercial 
Intelligence. 
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Inabilitj' of the manu- 
facturer to utilize his ad- 
vantages in the up-country 
market. 


I 

will liave to slnit down. If, on the other hand, they are pro- 
tected for the next four or five years, it should he possible to pre- 
serve the great majority, if not all. 

58. Before we pass on to an examination of the various possible 

methods by which the industry might be 
assisted, there is one more point to be dis- 
cussed. It was explained in Chapter I that 
in a large part of Upper India, the railway 
freight on imported cement was effective as 
a natural protection to the Cement industry. It is a fair question 
■ to ask whether it would not be possible for the Indian factories to 
take advantage of this fact, and, bj^ charging a higher price up- 
^ coimtiy, accept a lower price in the ports and still make a reason- 
able profit on the output as a whole. If, for example, a factory 
could sell a quarter of its output up-country at Bs. 60 a ton, and 
the remaining three-quartei’s in the ports and adjacent areas at 
Bs. 50 a ton, the average price would be Bs. 52'5 which is not 
far short of a fair price. Theoretically, it would be quite possible 
to exploit the up-country market in this way by a mutual arrange- 
ment between the Companies, but in existing circumstances it 
would probably be a vern short-sighted policy to adopt, for it 
would almost certainly result in stopping the growth of consumption 
and might even cause a decrease. Por the present the main object 
of the industry must be to stimulate tlie use of cement and not to 
restrict it, and to charge a high price might be fatal. This can 
best be illustrated from the evidence of one of the Companies. The 
Punjab Company has a contract witli the Punjab Government to 
supph* half the cement required by the latter at a price varying 
from Bs. 42 to Bs. 50^' a ton, according to the cost of production. 
As lai'gc quantities of cement were expected to be Tised on the 
Sutlej Yalley Project, the contract was a valuable one for the 
Company'. It was found, however, that cement purchased under 
this contract would be so expensive that the advisers of the Local 
Government, had practically decided to dispense with the use of 
cement, and to use lime instead. This course was only averted 
by tlie execution of a special contract for the supply of cement 
to the Sutlej Yalley Project at Bs. 33 a ton f.o.r. works. Had the 
Company stood out for the price originally fixed, they would have 
lost orders for cement amounting to 30,000 tons or more during a 
, period of three years. 

59. YP'e are satisfied that at present no allowance need be made 

for the theoretical possibility that the cement 

^ t necessary Companies might charge a higher price up- 

for possible higher output I ” j. tP ^ i ^ 

on up-country sales. country than in the ports. It may be sug- 

gested, however, that the Companies could 
probably realize the same price up-country as they do in the ports, 
and in that case, owing to the lower railway freight from the 
factory, the profit would be higher. Prom figures supplied by 


* Apparently these prices are f.o.r. works. 
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one concern it seems probaTble that the average saving in freight 
might he Rs. 4 per ton, and if this were realized on one-quarter 
of the fa:ctory’s production it would mean an extra profit of Re. 1 
per ton on the whole output. We do not propose, however, to make 
any allowance on this account in our 'proposals. The argument is 
theoretically correct, and it is not impossible that, if internal com- 
petition became less severe, the up-country sales might he more 
profitable to some of the Companies, than their sales in Calcutta 
or in Bombay. But it is only a possibility, and tlio difference it 
would make is not large. 


60. What the manufacturers have asked for is the imposition 
run- of a specific duty of Rs. 25 a ton which they 
a ton not recommonded. l^ope Will prove prohibitive and Will enable 

them speedily to capture the whole Indian 
marlcet. There are several reasons wliich make it impossible for 


us to support this proposal. In the first place, a duty of Rs. 25 
a ton is much higher than is necessary to enable the industry' to 
establish itself in every Indian market except Burma. It would 
raise the price of imported cement in the ports to Rs. 73 a ton 
and the Indian manufacturer could then sell at Rs. fi5 in Bombay 
and Rs. 61 in Calcutta, and tliese prices are excessive. In the 
second place, it is doubtful whether e-K*n tins 50 per cent; duty 
would suffice to displace British cement by Indian in Rangoon. 
Owing to the moist climate the preference for cement packed in 
barrels is very strong in Burma, and even a difi'erence of Rs. 12 
a ton in the price might not induce the con.sumer to accept Indian 
cement. If the difference be taken at Rs. 15 (it might be higher), 
then the Indian manufacturer would be able to sell at Rs. 58 


a ton, but owing to the hcavj’ freight charges this would not be 
a remunerative price. A lack of direct sailings from Bombay to 
Rangoon appears to sluit out the Rathiawar factories, and the 
Dwarka Cement Company, Limited, gives the freight to Rangoon 
as Rs. 30 a ton, Avhich probably includes the cost of rail transport 
from Bombay to Madras. The freight to Rantroon from the Katni 
group of factories is about Rs. 25 a ton, and from Japla in 
the iSonc Yalley about Rs. 21 a ton. tSelling at Rs. 58 a 
ton in Rangoon, the Sone Yalley Company would realize Rs. 37 
at the works, and the Ratni group Rs. 33. These prices leave a 
small profit to the first Company and entail an actual loss to the 
other three. In the third place, the proposal is open to objection, 
because, unless the freight charges could bo halved, there seems to 
be no possibility that the Indian Companies could ever hold their 
own in the Burma market withotit protection, for their natxiral 
advantages are not sufficiently great. If the scheme of protection'' 
is to include Burma, then protection will be needed in perpetuity. ' 


61. There is another objection to any attempt in existing cir- 
cumstances to assist the industry bv a heavy 
Impossibility of .issi^ting protective dutv. We pointed’ oxk to the 

the industry m present cir- i i ... j 

cumstances, manutacturers in oral examination that, so 


long as they were engaged in internecine con- 
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flict amongst themselves, a protective duty would be inopera- 
^tive, because the price would still be reg'ulated entirely by 
internal competition. To this suggestion the reply was that the 
works would at any rate secure a 50 per eent. increase in output, 
and they would benefit by the consequent reduction in costs. But 
none of the witnesses was able to explain why the reduction in costs 
should not be followed by a further lowering of thd price. The 
plain fact is that, so long as the Companies are prepared to sell 
down to the actual works costs, or even lower, it is impossible for 
them to benefit from protection. Protective duties are effective 
only in so far as the price of the protected commodity is regulated 
by the price of imports, and this condition is not fulfilled. If 
the manufacturer insists on passing on to the consumer any re- 
duction he makes in his costs, neither Government nor any one 
else can help him. This objection applies with special force to 
a protective duty, which increases the price paid by those consumers 
who consider it essential to use British cement without benefiting 
the Indian manufacturer, but it is also applicable to all forms of 
assistance which, directly or imdirectly, enable the manufacturer 
to sell cheaper. It is true that no consumer is injured in that case 
and most consumers would be benefited. But the manufacturer 
gains nothing, and there is no particular reason why the consumers 
of cement should be siibsidised at the expense of the taxpayer. 

62. If the present intensity of competition between the factories 
Period of intense internal could be permanent, the argument might be 
- competition likely to bo dropped at this point, for it would be idle to 
- devise means of helping an industry which 

could not accept the assistance tendered. But it is quite certain 
that the period of violent price-cutting cannot continue much 
longer, and must be regarded as a purely temporary phase. It may 
terminate either by the formation of a combine amongst the manu- 
facturers, or by the elimination of the weaker firms in the struggle 
for existence, or by a combination of both methods. Attempts have 
already been made to form a combine, and though these were 
abortive it is by no means unlikely that they will be renewed with 
success, especially if one or two factories drop out of the fight. 
But by whatever means it is brought about, the result is the same. 
Some of the factories will suspend production, the survivors' will 
be able to manufacture to capacity, and simultaneously costs will 
go down and the selling price will go up. It is for this reason that 
the costs ascertained in Chapter II were based on the assumption- 
that the factories would seciire a full output. The primary remedy 
for the complaint from which the industry is suffering, lies in the 
hands of the manufacturers themselves. Costs are high, and prices 
are low, simply because there are too many factories, and it is 
within the power of the cement Companies to redress this state of 
affairs tomorrow if they choose to do so. If they are unable to come 
to an agreement and prefer to pursue a policy of mutual extermina- 
tion, the remedy will automatically be applied by economic forces. 
We consider it certain that before very long Indian cement will 
again be selling in the ports at prices deterrained by the price of 



36 


cement imported from tKe United Kingdom. It will be our object 
in wbat remains of tbis Report to explain wbat assistance tbe in- 
dustry will then require if its position ,is to become firmly estab- 
lished. 

63. There are certain general considerations in the light of 

„ f I, X which air remedial measures must be 

Bounties preferable to • •, -r n , ^ . n 

protective duties. examined.^ In the first place, the object of 

giving assistance at all must be to keep alive 
as many factories as possible during the difficult period when Indian 
cement is gradually displacing imported cement, and consumption 
falls far short of capacity. It may be impossible that all the 
factories should survive, but certainly it is desirable to keep the 
mortality amongst them as low as may be. We have already ex- 
plained in Chapter I that no rapid growth in consumption can be 
expected unless the price remains relatively low. That being so,, 
measures which can only benefit the manufacturer by raising the 
price of cement substantially are open to objection. The assist- 
ance ought, as far as possible, to take a forri which will enable 
the producing firms to sell at a lower price without sacrificing all 
profits. If protection is given, it shoiild be by means of bounties 
rather than of Customs duties. 


64. The second point which must be kept in view is this. It 
Proposals must bo work- is impossible to be certain whether the Corn- 

able whether a combine is panies will pursue their warfare to the bitter 
formed or not. whether they will form a combine, 

and in the latter case whether the combine will come into existence 
at an early date and include nearly all the existing firms, or 
whether its formation will be postponed until several factories have 
been eliminated and "the productive capacity of the survivors does 
not greatly exceed the demand of the markets accessible to them. 
It follows that the measures proposed must be so framed 
that they will work with reasonable smoothness whether the cement 
works remain independent or not. Anj^- combine which included 
all, or nearly, all, the existing factories, would be compelled in 
its own interest to stimulate consumption, and for that reason would 
be unlikely to raise prices to a high level. Any attempt to exploit 
the consumer under cover of a tariff wall would defeat its own 
object, for the immense capital lock-up would continue and there 
would be no hope of its becoming productive. If, however, the 
productive capacity of the factories included in the combine did not 
much exceed consumption, it is not impossible that its policy 
might be different. -We do not think the danger is great, for 
the up-country consumer can to a large extent protect himself 
against exploitation by ceasing to use cement, and a reduction in 
the demand would compel the cement manufacturer to bring down 
his price. 

65. The considerations brought to notice in the last two para- 

■r, ... .. R-raphs suggest that, in the scheme of pro- 

teotive duties imposed. tection, Customs duties can only pla-y^ a 

limited part. There is another reason which 



37 


supports tliis conclusion. If tlie protection given is based on wbat 
is sufficient to enable tbe . Indian manufacturer to command tbe- 
market in Calcutta, Bombay, Madras and Karachi, it will not 
enable him to enter tbe Burma market with any hope of success.. 
An unnecessary burden will then be laid on tbe Burmese con- 
sumer without any benefit to the Indian manufacturer. We think 
it is clearly advisable that the additional assistance required by 
the industry should be given mainly in the form of bounties or 
subsidies. 

66. The- simplest scheme would undoubtedly be a bounty on 
, . production, but it is open to the obiection 

^notScommondcd.”'' assistance where assistance 

, IS not needed. It is only in the great ports- 
and the areas to which imported cement has as "easy access through 
the ports as Indian cement has, that protection is required. In the' 
up-country markets Indian cement can already hold its own un- 
aided, and a bounty on production would involve unnecessary 
expenditure. If the circumstances of all the factories were identi- 
cal, this difficult}" could be overcome by a process of averaging. 
If, for example, a bounty of Bs. 8 a ton were required in the- 
ports, and all the factories sold three-quarters of their output in 
that market, '• a ])ounty of Bs. 6 a ton on the whole production 
would be fair. But in fact there is no sort of guarantee that each 
Company will sell the same proportions of its outpiit up-country and 
in the ports. A imiform bounty on production would be unduly 
generous to the Punjab Company, winch is not exposed to foreign 
competition at all, and unfair to the Kathiawar factories, which are 
practically shut off from the up-country markets by the high 
freights on the Kathiawar Baihvays. Por these reasons we are 
unable to recommend a uniform bounty on production. 


67. An alternative sclieme would be to proportion the assistance 

received by each Company to the disad- 
Possibihty of subsidising -^ymtage under which it labours in respect of 

its distance from the coalfields and irom the 
ports. This would be practically equivalent to a reduction in rail- 
way freights. We enquired from the Bailway Administrations con- 
cerned whether anything could be done in this direction, but all of 
them have expressed their inability to reduce either coal or cement 
rates in existing circumstances below their present level. The Bail- 
ways have already given special concession rates on cement booked 
through from the factories to the ports, and these rates are lower by 
from Bs. 3 to Bs. 4 a ton than the ordinary rates calculated by dis- 
tance. That being so, we are not in a positon to impugn their refusal 
to do anything more. If anything is to be done in this way, it must 
be subsidising the freights on coal and cement at the expense of 
general revenues. 

68. The railway freight on coal per ton of cement varies accord- 
ing to the situation from about Bs. 2 at I apla 

Importance of cheap coal Sone Valley and Bs. 3‘5 at Katni to 

Bs. 10‘5 at Porbunder in Kathiawar. If a 


to industrial develoonent. 
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•subsidy equal to talf tKe freigM on coal were granted, tlie amount 
of assistance eact company would receive would also vary, and tlie 
variation would be sufficient to affect appreciably tbe power of tbe 
Oompanies to compete with each other in tbe Indian markets. In 
ibis respect tbe scheme is open to criticism. It might also be argued 
with some force that tbe grant of such concessions should not depend 
the accident that the Board has happened to investigate a parti- 


on 


cular industry when there are other struggling industries equally in 
need of 'assistance. A general reduction of coal freights would not 
be open to this objection, for all industries would benefit alike, but 
a recommendation of that nature presupposes a preliminary enquiry 
in which both the needs of the industries and the cost of the conces- 
sion would be fully examined. On the materials we have before us we 
should not be justified in putting forward a scheme of that kind. 
Nevertheless the conviction has been strengthening in our minds 
that the question of the cost of coal is vital if the end in view is a 
rapid industrial development in India. Over a large part of- the 
country progress may be seriously retarded unless the freight on 
coal can be reduced substantially. We believa that no one would 
challenge the proposition that coal freights on the Indian railways 
should be kept at the very lowest point which is commercially 
possible. But more than this may be required in tlie interests of in- 
dustrial development. Sooner or later, the country may have to 
face the question whether it would not be worth while to secure a 
substantial reduction in coal fi’eights at the cost of sacrificing part 
of the contribution which the Bailwaj's make to general revenues. 

69. A subsidy which, in the case of each Company, took the form 

of a proportionate reduction of the freight to 
the ports is also open to serious objections. 
It would be necessary to determine for each 
factory the port (or ports) to which the 
scheme would apply, for unless this were done public funds might 
be spent unnecessarily. It would be obviously uneconomic to subsi- 
dise the transport of cement from Katni to Madras, from Lakheri to 
Calcutta, or from Japla to Bombay, to give only three examples, 
when there are other factories much more easily accessible. But 
here difficulties at once arise, for it would not be possible apparently 
to restrict the subsidy only to consignments to the nearest port. The 
Bundi and Gwalior factories would presumably receive the subsidy 
only on cement sent to Bombay, but the Kathiawar factories would 
get the benefit of it both in Bombay and Karachi, and the Shahabad 
factory both in Bombay and Madras. The Katni group of factories 
would be fairly entitled to the concession both in Calcutta and Bom- 
bay, for they are almost equidistant from the two ports, and though 
the freight to Bombay is higher by Bs. 4 a ton, they are not un- 
favourably situated in that market as compared with the other Com- 
panies. Any scheme of this sort almost inevitably involves an arti- 
ficial limitation of the ability of the firms to compete with each other 
in certain markets. If, indeed, a combine were formed, that would, 
not. matter much, but it is by no means certain that any amalgama- 
tion of interests will take place, and our proposals must be such that 


Bounties proportionate 
to freight on Cement to the 
Ports not recommended. 
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tliey can be -worked -wbetber there is a combine or not. If particular 
ports are assigned to particular factories in tbe scheme of protection^ 
the lines on which a combine would have to proceed will in effect be 
laid down in advance, for it might easily pay to keep one set of fac- 
tories working if there were no bounties, ana a different set if there 
were. Theoretically, the Kathiawar factories have an advantage of 
Bs. 2 a ton over the Bundi factory in Bombay. If each received a 
subsidy equal to half the freight, the Kathirrwar factories would get 
Rs. 3 and Bundi nearly Rs. 7. The relative advantage would be 
almost exactly reversed. In the face of these difficulties -we are un- 
able to recommend any scheme under which the assistance received 
would be proportionate to the freight from the factoiy to the port. 

70. The conclusion to which our consideration of the subject has 

Bountie, should be uni- ™ wlifeYel' bounties are giTen 

form ciiid. psiid only on. SJIOuIq dG ctt <1 llTlliorill TcttG lOl clli itlCiOX'lGS 
Cement consigned to the and should be paid only on cement con- 

signed to those areas in which the competition 
of imported cement is seriously felt. All the factories will then be in 
the same relative position as before, and none of them will be un- 
fairly advantaged or penalized in competition with the others. 
There are, ho-wever, two exceptions to be made and something 
must be said about each. 

71. In 1922 four* of the cement Companies made a contract with 

Ko bounty to he paid on Bombay Development Department for 

Cement delivered under tllG supply of CGUlGllt during Cl pGllod ot 
contract with Bombay ten years on a costing basis. The Depart- 
Development Department, ment was entitled under the contract to take 
60,000 tons ,of cement annually and, if its requirements fell 
sh^rt of that quantity, the Public Works Department of the 
local Government, the Municipal Corporation, the Port Trust 
and the Improvement Trust, were to he entitled to take 
up the balance on the same terms. With the exception of 
the Port Trust, the other authorities did in fact become parties to 
the contract, hut the aggregate demand has not yet amounted to 
60,000 tons in any one year. Under the contract the price is fixed 
separatelj’- for each of the Companies concerned according to its costs 
for the year, and the specification of the costs whicb may he taken 
into account is very comprehensive including, as it does, both Income 
tax and Snpei tax. To the total costs the Company is permitted to 
make an addition of 1$ per cent, as its profit. This contract no donht 
appeared to he a favourable one to the purchasers when it was made, 
but it has turned out very much the reverse in actual practice, for 
the price payable under it may he as much as double the price for 
which Indian cement can now Tie purchased in Bombay. We pro- 
pose that no bounty should he paid on cement delivered under this 
contract. It would indeed he absurd to make any addition to a 
very remunerative price. 


* Bundi Portland Cement, Limited, the Dwarka Cement Company, Limited, the 
Katni Cement find Industrial Company, Limited, and the Jubbulpore Portland Cement 
Company, Limited. 
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72. We explained in paragrapli 32 tliat tte Sone Yalley Portland 

Cement Company, Limited, Had refused to 
1^0 bounty to be paid to disclose its costs or to depute a representative 

“CemScoSS^. Limited examination. In tliese circumstan- 

ces it is impossible to ascertain whether any 
assistance is required and, if so, what the anaount should be. If bur 
estimate of the price at which the Company (given a full output) can 
sell at Calcutta and still earn a fair profit is approximately correct, 
the amount needed would be very small. We consider it essential 
that the applicants for protection should disclose their costs, and on 
this grop.nd alone we could not recommend the payment of any 
bounty to the Company. We may, however, add that the Company 
is a private one, and that the capital is believed to be held almost en- 
tirely by the British firms which, are united in Associated Portland 
Cement, Limited. If that be so, the provision of Section 5 of the 
.'Steel Industry (Protection) Act, 1924, may be a bar to any recom- 
mendation in its favour. That section was modified when the Bill 
was before the Legislature, not on account of circumstances peculiar 
to the Steel industry, but on perfectly general grounds. It pro- 
vides that the bounty on steel rails should not be payable to any 
■Company unless — ' 


(а) It has been formed and registered under the Indian Com- 

panies Act. ‘ 

(б) It has rupee capital. 

(c) A proportion of the Directors, to be fixed by the Govern-, 
ment of India, are Indians. 


As the Sone Valley Portland Cement Company, Limited, declined 
to send a representative for oral examination, we had no opportunity 
to ascertaining how far these conditions are satisfied in this case. 

73. In paragraph 50 the fair selling price for Indian cement 
Amount of assistance Calcutta (given a full output) was ascer- 

Tequired by the Cement tained to be Rs. 53 a ton and in Bombay 
industry. j{,s. 57 a ton. The selling price of imported 

British cement in the ports, subject to the existing duty of Rs. 9 a 
ton, we have found to be Rs. 57 a ton. The difference in price at 
which Indian cement would likely displace British we have esti- 
mated to be Rs. 8 a ton in Bombay and Rs. 12 a ton in Calcutta. It is 
these data which determine the amount of protection required. The 
object in view will be achieved if the price of imported Cement in 
the ports is raised to Rs. 65 a ton, or alternatively if the manufac- 
turers receive a bounty which enables them to sell at Rs..45 a ton in 
Calcutta and Rs. 49 a ton in Bombay. 

74. We consider it desirable that, if possible, the whole of the 

assistance required should be given in the 
Specific protective duty form of a bounty, the present Citstoms duty 

«f 1“ toJ^. rec?iS' converted into a specific _ protective 

mended. , • duty of Rs. 9 a ton. An increase in the duty 

could benefit the manufacturer only by 
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enabling bim to sell at a bigber price, and in existing circumstances 
tbe price mnst be kept low if consumption is to expand. Tbe present 
consumption is 390,000 tons a year, of wbicb approximately 265,000 
tons are produced in India and 125,000 tons imported. Tbe distri- 
bution of tbe consumption over tbe various areas is very approximate- 
ly as follows : — 


Areas. 

Indian 

cement. 

t 

Imported 

cement. 

Total, 


Tons 

1 

Toils 

Tons 

Calcutta and adjacent areas 

46,000 

44,000 

90,000 

Bombay „ 

110,000 

10,000 

120,000 

Madras „ 

5,000 

23,000 

• 28,000 

Karachi „ 

4,000 

10,000 

14,000 

Up-country market .... 

100,000 


100,000 

Burma ....... 


38,000 

38,000 

Total 

266,000 

i 

125,000 

390,000 


Tbe bounty would be payable only on cement consigned to, and 
via, tbe four great ports and tbeir adjacent areas, but about 35,000 
tons must be deducted on account of deliveries under tbe contract 
made by tbe Improvement Trust, and about 30,000 tons on account 
of cement despatched to Calcutta by tbe Sone Yalley Portland 
Cement Company, Limited. After making these deductions tbe 
total quantity of cement on wbicb tbe bounty might be payable 
would be 187,000 tons. But it would reach this figure only if im- 
ported cement was entirely displaced, and it is unlikely that this 
wpxild come about for 3 or 4 years. If tbe bounty were sanctioned 
ior a period of 5 years, tbe quantities of cement affected would be 
lower during the fir^fc two years, and larger during tbe last two, 
owing to tbe probable increase in consumption. On tbe whole, a 
fair estimate woxtld probably be 140,000 tons in tbe first year, rising 
by 20,000 tons anmially to 220,000 tons in tbe last year. Tbe cost 
of a bounty of P.s. 8 per ton would in that case be Ps. 11-2 lakhs in 
tbe first year, and would rise by Ps. 1-6 lakhs annually to Ps. 17*6 
lakhs in tbe fifth year. 


75. If, tbe expenditure involved in tbe scheme is considered ex- 
cessive, then tbe cost can be limited by 
restricting tbe bounty to Ps. 5 a ton and rais- 
ing tbe Cxistoms duty to Ps. 12 a ton. Tbe 
cost of tbe boxinty would then be Ps. 7 lakhs 
in tbe first year, rising by Ps. 1 lakh annually to Ps. 11 lakhs in tbe 


Alternative seheme — Pro- 
tective duty of Es. 12 a ton 
and bounty of Es. 6 a ton. 


I 
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fiftli year. We do not advocate tKis plan, because we are anxious 
to suggest nothing wliicli might retard the growth of consumption. 
But an increase of Rs. 3 a ton in the price would prohahly he in- 
appreciable, and we do not consider that the alternative scheme is 
open to serious objection. At Rs. 60 a ton the price of British 
cement is only 33 per cent, above the pre-war level, and the burden 
on the consumer would be very small. In Burma, at the present 
rate of consumption, the difference in the price paid for imported 
cement would be less than lls. 1 lakh in all, and in the rest of India 
about Rs. 2. lakhs. But the Indian consumer has the alternative of 
purchasing Indian cement at a veiy much lower price, and need 
not carry any extra burden at all. Our reluctance to see the present 
duty raised arises solelj'’ from the belief tliat it might be prejudicial 
to the industry and not from anj’’ apprehension that the- consumer 
would be unduh^ penalized'. 


76. In order tliat our proposals ma}’^ be clear it is necessaiT to 

define more px'ccisely the conditions under 
Bounties to be payable -wbich the bounty would be ixayable. In the 

and via the Ports. place tJie bounty sliould be payable on 

all cement despatched through or via Cal- 
cutta, Bomba^'^, Madras and Karachi. If Indian cement can find 
its way to an Indian market only through one of the jiorts the xieed 
for assistance in that market is precisely the same as in the port it- 
self. The bounty would therefore be payable on cement 
despatched via any of these ports to Burma. We do not think it 
likely that any large quantities will in fact be sent to that xnarket 
unless additional assistance is given, and the proposal now under 
discussion was not made with that object; but if anj' of the Indian 
factories can increase their output by a certain amount of ‘‘ dump- 
ing ’/ in Burma there is no reason for objection. The same consi- 
derations also apply to the cement intended for export. It does not 
seem possible under existing conditions to develop an export trade of 
any magnitude, but such attempts in that direction as may be made 
ought not to be discouraged. 


77. The bounty should also be payable on cement despatched to- 
Bounties to bo payable station within a certain radius round 

on consignments to all each port. The concession fi'eight latesr 
Tlaihvay stations vitbin a granted oiilv on consignments which are 
certain radius of the Ports, straig’ht through to the terminus, are 

lower by Rs. 3 to Rs. 4 a ton than the schedule rates calculated on 
distance. The result is that, in the immediate vicinity of a port, • 
Indian cement competes on less fnA-^ourable terms with imported 
cement than in the port itself. If the bounty were payable onlj' on 
consignments to the ports, this condition of things would be 
greatly aggravated, and it would be quite possible for the cement 
Companies, in order to earn the bounty, to book cement through to 
the terminus and then re-book it up the line. It is not desirable that 
unnecessary transport of this kind should take place. At present if 
Indian and imported cement compete on level terms at a port, 
then, taking into account the cost of handling at the terminus, at a 
distance of 25 miles up theline Indian cement is at a disadvantage of 



ratlier morq than one rupee, at 50 miles there is no advantage or 
disadvantage either way, and thereafter Indian cement has an ad- 
vantage of a little more than one rupee a ton for every 25 miles 
traversed. If the bounty at the ports is fixed at Bs. 8 a ton, then 
it should be paid at that rate on consignments to stations within 75 
miles of a port and Its. 4 a ton on aill stations from 76 miles to 150 
miles. If the bounty in the ports is limited to Bs. 5 then it should 
be paid at the same rate on consignments to stations within 50 miles 
of a port and at Bs. 3 on consignments to stations from 51 to 100 
miles. 


78. One quite exceptional case remains for discussion. Our pro- 

posals, as formulated up to this point,. would 
Bounties to be pi^abje j^ot permit the payment of any bounty to 

In(L^rndustS?8,lImHe^^ South India Industrials, Limited, on cement 

sold in Madras, because the factory itself is 
at Madras. We consider that in this case the bounty should be 
payable on all cement sold by the Company. It is indeed obvious 
that, to whatever market the cement made in this factory may be 
sent, it is still in competition with imported cement to exactly the 
same extent as in Madras. It may be argued that vSouth India In- 
dustrials, Limited, has not the disadvantage, under which the other 
factories sufier, of a high freight to its principal market, but it has to 
pay a very high freight on its coal, and its raw materials are expen- 
sive. We do not think it would be just to exclude this concern from 
participation in the scheme of bounties. 

79. We have considered whether it would be possible to recom- 

„ ^ , , i, j inend any scheme for the gradual reduction 

by Cem^t factories.™' ^ scale of bounties, and their eventual 

abolition at the end of a certain period. We 
do not find it possible, however, to make definite proposals. It is ex- 
ceedingly difficult to forecast the growth of consumption or the rate 
of progress likely to be made in displacing imported cement, and the 
need for the continuance of protection will be governed almost en- 
tirely by these factors. We consider it advisable, however, that 
the Government of India should be in a position to keep the course 
of events under close observation, and with this object we recom- 
mend that every factory receiving the bounty should be required to 
submit half-yearly to the Government of India returns of its output 
and sales. The return of sales should show the average price at 
which orders were booked during the half year, both f.o.r. works and 
including freight to destination, the figures being given separately 
for three classes of cement — ■ 


(а) Cement intended for a destination which entitles the factory 

to a bounty. It would be convenient to have the figures 
separately for each of the four areas. 

(б) Cement sold under the contract with the Bombay Develop- 

ment Department. 

(c) Other sales. 

The information thus obtained will suffice to indicate whether a re- 
duction in the scale of bounties should be considered. 




80. 

Testing of Cement. 


We have one more recommendation to make. If pnhlic 
funds are to be expended in order to benefit 
the Cement industry, it is of the utmost im- 
portance that the quality of Indian cement should be maintained. 
This is desirable not only in the interests of the consumers, but quite 
as much in those of the industry itself, whose prospects might 
be seriously injured by any lowering of the quality in .even one fac- 
tory. We recommend that samples of the cement manufactured 
should be sent quarterly to be tested at the Government Test House, 
Alipore, by every factory which receives the bounty, and reports as 
to the results submitted to the Government of India. In addition, 
we recommend that arrangements should be made whereby the fees 
usually payable on the tests of cement in the Test House should be 
remitted altogether or reduced to a nominal amount. It will do 
something to stimulate the use of Indian cement if purchasers know 
that they can at any time satisfy themselves as to its quality by tests 
carried out by an independent and competent authority. 


81. Before we summarise the proposals we have made in this 

Chapter, we desire to recall what has already 
Proposals not operative been said in paragraphs 61 and 62. So 

iton is satisfied. Indian factories are prepared to 

cut prices to the bone in order to undersell 
each other, they cannot derive benefit either from protective duties 
or from bounties. All our recommendations, therefore, are 
necessarily contingent and must be inoperative .until the condi- 
tion of the industry has been radically changed. In the 
circumstances, we might have confined ourselves to the simple 
statement that, at the industry was incapable of accepting any 
assistance which the Government of India might ofier^, ive had no 
proposals to make. We have refrained from taking what 
was in many respects the obvious and simple course, because we were 
unwilling that our enquiry should terminate without any indication 
of the lines on which help could best be given to the industry, and 
because we believe that the period of int^ense internal competition 
cannot be of long continuance. But it is obvious that in making 
proposals which are not to take effect until a preliminary condition 
is satisfied we incur a certain risk, for if, contrary to our expectation, 
the struggle between the Indian factories should be protracted, the 
facts and circumstances might have so changed before the condition 
was satisfied, that the remedies suggested would no longer be appro- 
priate, We recognize that there is a difficulty here and we think it 
must be provided for. 

82. We recommend that, in any measure which may be placed 

Bill not to take effect ^he Legislature with the object of 

until Notification is issued gluing effect to the recommendations in 
by the Government of this Report, provision should be made 

that the Act will not come into force 
until after the issue of a notification by the Government of 
India. The Act should also empower the Governor-General in 
Council, if satisfied, after such enquiry as he may consider neces- 
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sary^ that the price' of Indian cement in 'the ports is in>snch a 
relation to the price of imported cement that the payment of boun- 
ties would not lead to a reduction in the price of Indian cement, 
to make a declaration to that effect and to notify that the Act, would 
' then come into force. If, however, no such notification were issued 
within one year from the date when the Act became law, then the 
Act should cease to operate. We consider it important to make it 
clear that, if in the end it proves impossible to assist the industry, 
the responsibility will rest exclusively on the shoulders of those 
who direct its management. 

83. Mr. Ginwala does not .share the views expressed in para- 
Slr. Ginwala’s pro graphs 81 and 82. He is in entire agree- 
posal. ment with the other Members both as to the 

impossibility of assisting the industry directly, so long as the 
cement factories are engaged in mutual warfare, and as to the 
extent of the assistance necessary were they in a position to receive 
it. But he is unable to copcur in a proposal which might defer 
action indefinitely, and he feels that the immediate grant of the 
bounty, -although it did not benefit the manufacturer, would at 
any rate stimulate the growth of consumption by reducing the price 
of cement, and so in the long run prove advantageous to the industry. 
His proposal is that the bounties should be paid with effect from the 
date when the Bill becomes law, but should cease to be payable at 
the end of two years unless before the end of that period the cement 
Companies were able to satisfy the Government of India that the 
price of Indian cement in the ports was in such a relation to the price 
of imported cement that the bounty would no longer be passed on to 
the consumer. The Pi’esident and Professor Kfde share Mr. Gin- 
wala’s dislike of deferred and contingent proposals, but they are un- 
able to recommend the expenditure of public funds when the resiilt- 
ing benefit to the industry is remote and uncertain. They believe 
that the recommendation made in paragraph 82 is the best of which 
the circumstances admit. 

84. The proposals we have made in this Chapter may be 
Summary of recommen- summarised as follows : — 
dation. 

(1) A bounty of Rs. 8 per ton should be paid on- all cement 

consigned from an Indian factoiy through or via 
Calcutta, Bombay, Madras or Karachi, or to any Rail- 
way station not more than 75 miles from these ports. 

(2) A bounty of Rs. 4 a ton should be paid on all cement 

consigned from an Indian factory to any Railway station 
. more than 75 but not more than 150 miles from any 
of these ports. 

(o) Ho bounty should be paid to any factory on cement deli- 
vered under the contract between certain cement Com- 
panies and the Bombay Development Department, or 
' to the Sone Valley Portland Cement Company Limited. 

D 
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(4) In place of tlie present revenue duty of 15 per cent 

ad valorem a specific dxity of Bs. 9 a ton should be 
imposed on imported cement and declared protective. 

(5) If the cost of proposals (1) to (4) is considered excessive, 

the scheme may he modified as follows : — 

(а) The bounty to be fixed at Rs. 5 a ton at the ports 

and at all Railway stations not more than 50 miles 
distant from the ports. 

(б) The bounty to be fixed at Rs. 3 a ton at all Railway 

stations more than 60 but not more than 100 miles 
distant from the ports. 

(c) A specific duty of Rs. 12 a ton to be substituted for 
a specific duty of Rs. 9 a ton. 

*(6) Whichever scheme may be adopted, it should not come 
into force until the Government of India are satisfied 
that the price of Indian cement in the . ports is in 
such a relation to the price of imported cement that the 
payment of bounties would not lead to a reduction in 
the price of Indian cement. - . 

(7) If any cement factory is situated at a port, the bounty 

should be payable on the whole of its sales. 

(8) Eveiy cement factoiy rceiving the bounty should submit 

half-yearly returns of its output and sales to the Govern- 
ment of India. The return of sales should show the 
average price at which oiders were booked dxu’ing the 
half year, both f.o.r. works and including freight to 
destination, the figures being given for — 

(а) Sales in the Calcutta area to which the bounty 

extends. , • ^ 

(б) Sales in the Bombay area. ... .. : / 

(c) Sales in the Madras area. 

(fZ) Sales in the Karachi area. 

(e) Sales under the contract with the Bombay Develop- 
ment Department. 

(/) Other sales. 

(9) Every cement factory receiving the bounty should submit 

quarterly samples of the cement manufactured to the 
Government Test House, Alipore, and a report as to 
the result of the tests made should be , submitted to the 
Government of India. 

(10) Arrangements should be made to remit, or reduce to a 

nominal amount, the fees ordinarily charged at the 
Government Test House when cement is tested, for 
private persons. 

* Mr. Qinxrala doea hot concur in this recommondition (see paragraph 83). 
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85. Subject to wbat is said in paragraph 83, the recommenda- 
Proposed additiona ^ summarised in paragraph 84 are un- 

bounty - on cement con. animous. In addition we desire to put for- 
signed to Burma. ward a supplementary proposal in which the 

President is unable to concur. Our recommendation is that on 
all cement consigned from the Indian factories to Burma a bounty 
of Rs. 11 a ton should be paid in addition to the bounty payable on 
cement consigned to Calcutta, Madras and Bombay. The chief 
need of the Cement industry at present is to raise its production in 
order to enable it to reduce its costs, and it is 'therefore of the 
utmost importance for it to secure a wider market. But, for the 
reasons given in paragraph 65 of the Report, the Indian Cement 
industry cannot in the present circumstances obtain a' footing in 
the Burma market, where the annual consumption of cement now 
exceeds 30,000 tons. Oiir object is that the Indian manufacturer 
should realise approximately the same price f.o.r. works, selling 
in Rangoon, as he does when selling in Calcutta and Bombay. 
During the period when the manufacturer is endeavouring to estab- 
lish a firm hold on the Indian market, it will ease his position 
materially if he is enabled to sell a .substantial quantity of cement 
in Burma. Ordinarily, when an industry is unable to dispose of 
its whole output in the markets within easy reach, it is forced to 
sell part of it in a distant market — whether domestic or foreign — 
at a lower price. In this ease we propose that the Government 
of India should assist the industry by relieving it of the necessity 
of accepting an unremunerative price in order to dispose of its 
STirplus output in the Burma market. The difference between 
the freight to Calcutta and the freight to Rangoon from the up- 
country cement factories is Rs. 14 a ton, but from the evidence it 
appears that the price of imported cement in Rangoon is about 
Rs. 3 a ton higher than it is in Calcutta and Bombay. It is on this 
basis that we have arrived at the figure of Rs. 11 a ton as the 
assistance required. We consider that this additional bounty 
should be regarded as a purely temporary measure to be disconti- 
nued as soon as Indian cement has firmly established itself in the 
Indian market. The President is unable to concur in this pro- 
posal, both because, in his judgment, it entails expenditure dis- 
proportionate to the benefit likely to be derived from it, and 
because it involves a departure from the principle that the amount 
of protection should not exceed what is required to enable the 
industry to capture the markets which it can ultimately hold 
without assistance. 


86. We desire in conclusion to acknowledge our 4eep obligation 

to all who have assisted us in our enquiry. 

Conclusion. cement firms who applied for. protec- 

tion invariably complied with our requests for further information 
and met our wishes as to the publication of evidence which the}’- 
originally desired to be treated as confidential. We are also in- 
debted to the Local Governments, to .the Railway Administrations, 
to the Commissioners of the Port of Calcutta and the Bombay 

d2 
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Port Trust and to tlie engineering firms for mucli* valuable mfon 
mation. 

O. RAINY. — President. 

P. GINWALA 

>Memhefs. 

• y. Gt. RALE ) 

G. C. F. RAMSDEN — Secretary. 

Fehrnary the 26th, 1925. 
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